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ANGUS, STONEHO 
TORONTO. ONTARIO 9855 


Ottawa, Ontario, 
Wednesday, 
March 30, 1960 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please, gentlemen, 

MR. McDONALD: Mr. Chairman, if I may at this 
point, I would file the Annual Report of the Canadian 
National Railways for 1959 as an exhibit, Copies have 
been distributed, 


---EXHIBIT NO, 121: Annual Report of Canadian 
National Railways for 1959. 


PAUL, George, recalled 


CROSS-EXAMINATION BY MR, CUMMING: 


Q. Mr. Paul, there are just a few points I 
would like to cover with you. On the first page of you 
brief, under the heading of General Observations, you 
point out to the Commission in that paragraph the marked 
changes which have taken place in Canada's transportatio 
system during the past thirty years or more which, as yo 
say, have seen the change in the position of the railway 
from a virtual monopoly to one in which they participate 
competitively with many other modes of transportation? 

A. Yes. 

Q. On the second page, under the heading of 
Subsidies, you point out that while the Association is 
not taking any general position for or against subsidies, 
its opinion is that freight rates would appear to afford 


an inefficient vehicle for distributing economic 
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ANGUS, STONEHOUSE & co. LTD. Paul, cr-ex 9856 
(Cumming ) 


assistance? 

Be Yes. 

Q. I was just wondering, does your Associatio 
think that because of this change in the transportation 
field, we nave reached a time in Canada when we no longer 
need to use transportation as an instrument of national 
policy? 

As Yes, and in otner respects we feel that 
wnen subsidies are first put into effect they are put 
in to help certain interests, and that with the passage 
of time economic situations change also, which, in our 
opinion, changes the necessity or otherwise of the sub- 
sidy as originally envisaged. 

Q. And that, I suppose, is the reason for 
the recommendation later on in your brief for periodic 
reviews of subsidies? 

A. Yes, 

Q. What I was thinking of particularly are 
such instances as, say, the Maritime Freight Rates Act. 

A. yes. 

Q. There is an Act designed for what might be 
described as regional relief, and that is being done 
through the medium of a reduction in transportation rates 
which are payable. Now, in the light of these remarks 
about the changes and your expressed views on subsidies, 
do you tnink that assistances sitch as are provided under 
the Maritime Freight Rates Act ought not to find a place 


in national transportation policies? 


A. I do not think now that they should find 
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Siete Paul, er-ex 9857 
(Cumming ) 


their place in the freight rate structure, 

Q. And then it would follow from that, I 
suppose, that if regional assistance is to be given that 
there should be some other method =-- either a direct 
payment to shippers, or something of that sort? 

A. Yes, we belfeve that the effectiveness 
of subsidies is by direct payments to those that are 
intended to be subsidized. 

Q. And I suppose that same principle would 
apply if northern development is to be promoted -- it 
should be done by direct subsidy if subsidization is 
necessary, rather than through the medium of transporta- 
tion agencies? 

Ae yes, I think it is generally recognized 
that when subsidies are paid or done through the freight 
rate structure in a lot of cases they create inequities 
in the freight rate structure, 

Qs In other words, a subsidy designed to 
eliminate one inequity creates another? 

A. yes, and defeats some of the principles 
which the Railway Act, really, is aimed against. 

Q. Just so we may understand the position of 
your Association, you have these views as a matter of 
principle -- that is, that subsidies ought not to be 
handled through the rate structure? 


A. yes, 


Q. Are you suggesting to this Commission that 
it should recommend that the Maritime Freight Rates Act 


be repealed and replaced with direct subsidy of some sort? 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9858 
TORONTO, ONTARIO 
(Cumming ) 


BA. No, we don't go that far, but we recommend 


that this Commission should investigate all of these 


subsidies that are presently handled through the freight 
rate structure to find out, first, if they are accomplish 
ing the purpose for which they were originally intended, 
and if there is any other more effective means of accom- 
plishing that result than through the freight rate 
structure, i 

Qe But you are not at this stage, and before 
any such studies may be undertaken, recommending that 
any of the existing subsidies be abolished? 

A. No, we don't take any position in that 
respect. We think that is a matter for Parliament to 
decide. 

Q. The Province of British Columbia, in its 
brief, is recommending that the bridge subsidy be abolish 
ed: I take it your position is that it should just be 
looked at before any such step is taken? 

A. yes, we go so far as to say it should be 
abolished from the freight rate structure, and if Par- 
liament in its wisdom feels some subsidy is necessary, 
then, it should be paid direct to the people who are 
affected, 

Q. I may have missed your point here. You 
would say that all these existing subsidies should come 
out of the freight rate structure, but if they are 
necessary for regional relief, or for whatever purpose 
they may have been originally set up, they should be 


continued but in a different way? 
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* ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9859 
TORONTO, ONTARIO (Cumming ) 


A. In a more direct way -- that is, if that 


is possible, There may be occasions where the freight 
rate structure may be the only means of accomplishing 
that, 

Qe And that is what you mean when you say 
they should be utilized only where no other method of 
assistance is available or more direct methods would give 
rise to administrative complexities? 

As Yes. 

Q. And those, I take it -- particularly the 
prospect of administrative complexities -- are the only 
bases which your Association would find subsidies through 
the medium of transportation rates acceptable? 

BS yes. 

Q. Further down on the first page of your 
brief you refer to the transformation in railroading as 
a result of technological developments and the impact 
that that has had on the railways' share of freight 
tonnage, and you go on to say, "The rail carriers have 
attempted to meet this challenge by the introduction of 
new services and the establishment of competitive rates 
of one form or another... ." Do you feel that the 
rail carriers have done all that they could in their 
attempts to meet the challenge of competition from other 
modes of carriage? 

A. Well, I would not like to go that far. 

I think they have tried their best to meet the situation 


as it arose. 


Q. On a sort of a day-to-day basis? 
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“ ANGUS, STONEHOUSE & CO. LTD, Paul, cr-ex 9860 


TORONTO, ONTARIO 


(Cumming ) 
i 
A. Well, as they come up -- as the competitio 
2 
appears, 
3 
Q. Are there other areas which have not been 
4 
investigated by the railways where you think they can 
5 
do something more to meet this competition? 
6 
As Well, it is a continuing problem, sir, and 
7 
it is a matter that the railways will have to check from 
8 


day to day as the competition arises, 

Q. Does your Association have any views on 
the entry by the railroads into otner fields of trans- 
portation -- that is, other than rail itself? 

A, We have no objection providing that it 
does not create a monopoly in transportation services. 

Q. We heard some expression of views in 
Quebec from the Quebec Truckers Association protesting 
the entry of the railroads into road transportation, and 
the basis of their objection appeared to be, from their 
brief, that there was a very serious danger that that 
would result in the elimination of competition in 
transportation. Does your Association feel there is 
any serious danger, from the point of view of the ship- 
ping public, of the elimination of competition? 

A. Well, I don't think we are too apprehen- 
sive at the present time, but we feel there should be 
the widest area of competition in the transportation 
services, and if the fact that the railroads took over 
trucking companies for the purposes of eliminating that 
competition, or reducing competition, then, we would 


object. 
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(Cumming ) 


Q. How, then, can that be controlled? oth 
you feel it is important to preserve and promote com- 
petition in the transportation field, how should the 
entry of the railways into the trucking business be 
controlled, having those objects in mind? 

A, Well, I just can't give you a full answer 
to that, but at the present time the competition with 
respect to that feature is so widespread, and there are 
so many truckers involved, that I don't think there is 


any immediate danger of that situation arising. 


(Page 9864 follows) 
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Q. This is something which might develop 
in the future, and at that time perhaps some steps may 
necessarily be taken? 

A, I am sorry -- 

Q. I say, this is something that may develop 
in the future; you can see no serious problem at the 
present time, but if it comes about at some future time, 
then you feel that possibly some restriction should be 
imposed? 

A. Yes; and I think too, that that is a 
matter that is well within the control of the provincial 
authorities. 

Q. So for the time being, anyway, you let 
the matter rest as it stands? 

A. Yes, and just let's have as much compet- 
ition as possible. 

Q. Going on with that thought on page 2 
of your brief, at the end of the first complete para- 
graph, you suggest that in order to facilitate experi- 
mentation by the railways with new services and pricing 
practices, restrictions on rates and services of the 
carriers should be imposed only to the degree necessary 
to protect elements of the community, including the 
carriers, including unjust discrimination or unreasonable 
treatment. 

Is there anything in the present legislation 
or in the practices of the Board of Transport Commisioner 
which militates against that freedom that you advocate 
should be enjoyed by the railways? 


A, No, we don't think there is. 
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Q@. You have no specific changes to recommend 
in the legislation, for instance?. 

A. No, we do not, as long as the railways 
have the opportunity as they have at the present time to 
meet whatever competition they want to meet. 

Q. What about the matter of line abandonments 
Do you think that situation as it stands at the moment 
is satisfactory? 

A. You mean the law with respect to abandon- 
nents? 

Q. Yes, and the policy of the Board in its 
dealings with applications for line abandonment? 

A. Yes, we would say it is satisfactory. 

Q. And do you feel that the railways are 
doing enough in the way of abandonment? 

A. Well, I am not in a position to say that. 
I would say that is a matter for the railroad manage- 
nent to decide. 

Q. Purely a matter of managerial discretion? 

A. iI would say so. 

Q. Dealing with the question of the freedom 
on competition again, is it ‘your view that that same 
freedom should apply to truck operators as well as to 
railways? | 

A. To all classes of operators. 

Q. And should the trucks, in company with 
that, be under the same kind of restriction that you 
advocate here, that is to the degree necessary to protec 
elements of the community against discrimination or 


unreasonable treatment? 
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A. In principle, but -- 

Q. In principle you would say that should 
apply to rail, trucks and any other mode of transport- 
ation? 

A. Yes, if the situation were the same. 

I don't think that the situation with respect to trucks 
is in the same category. 

Q. And perhaps you could just amplify that 
for us. What is the difference? 

A. Well, in the case of rail transportation 
you have got two large operators, you might say, whereas 
in the trucking operations you have got thousands of 
operators, which puts a very different complexion on 
the matter of regulation. 

Q. Just in what way? The mere existence of 
these additional - I want to understand where you find 
the difference; 

Ra From the standpoint of competition you 
have got all this big group of truckers in competition 
with one another. 

Q. Free to vie with one another for any 
particular bit of traffic, and so on. 

A. Yes, and their relative economic power 
is much less individually than in the case of railways. 

Q. Under the heading of "National Trans- 
portation Policy" you suggest that a system of transport- 
ation should be considered as a whole and a national 
transportation policy enunciated which will afford 
equitable treatment to these respective segments and 


foster and preserve an over-all transportation system 
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adequate to meet the needs of commerce and the nation. 

I wonder if you would be good enough, for the 
assistance of the Commission, to tell us what you 
would regard as the hallmarks or criteria of a trans- 
portation policy such as you outline there which would 
achieve that desired object. 

A. Well, I would think some of them are 
already covered in the principles in our brief. We 
think that each media of transportation should be allowed 
to develop and operate in the areas in which they are 
best suited and that nothing should be placed in the way 
of allowing the various media of operators to develop 
and seek the traffic or the areas in which they are 
best suited to serve. 

Q. Do you think we can have one national 
policy in Canada, Mr. Paul, or must it necessarily be 
&@ sum of or perhaps a series of regional policies. 

A. Well, from the standpoint of administration 
I think you are probably correct, because the medium 
of trucking comes under the jurisdiction of the prov- 
inces, whereas the rails come under federal jurisdiction. 
There would have to be some co-ordination there. 

Q. Those are jurisdictional problems that 
you see in a particular policy? 

A, Yes. 

Q. I was thinking not only of that but 
economic considerations which may vary from region to 
region. Must this policy not adjust or bend to the 
needs of regions? Take the maritimes and one of the 


prairie provinces as another? 
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A, I think you could formulate a transport- 
ation policy based on principles that would apply 
anywhere, | 

Q. And the key of your principles in any 
policy is one of freedom from restrictions to the greates 
extent possible? 

A. Yes. 

Q. That: is still your cornerstone of any 
transportation policy? 

A. Yes, 

Q. When you were dealing with this recommen- 
dation that you make on page 3 on subsidies - you may 
have already answered this - are there any particular 
subsidies which led you to make the recommendation that 
this review be made? Are there any areas where you 
think that the original purpose of the establishment of 
the subsidy or the relief has been lost sight of and 
the subsidy is not achieving that purpose any longer? 

A. Yes. The ones that we considered are 
the ones that were related to the freight rate system, 
that is the Maritime Freight Rates Act, the so-called 
bridge subsidy, and the recent $20,000,000 subsidy. 

Qs. Those are ithe three =-- 

A. Principal ones that we considered, yes. 

Q. When you say they should be reviewed, 
have you any suggestion as to what agency should review 
them, by whom they should be reviewed? 

A. We haven't considered that question, sir. 
I think the logical one would be the Board of Transport 


Commissioners, who are <-- 
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Q. in your opinion technically equipped for 
it? 


A. Yes, that 1s right, they have the equip- 
ment to do it. 

Q. Coming back for a moment to this question 

“of regulation, I just wanted to get your thoughts on 
this sort of suggestion. There are certain areas in 
Canada where all modes of transportation are available 
$o shippers; I am thinking, for instance, of central 
Canada where the forces of competition find perhaps 
their freest play, and there are other areas where those 
competitive modes of transportation are not available. 
Do you think it at all practical that in areas where 
competition exists in all its glory, if I may put it 
that way, there should be this complete freedom that 
in other areas where that competition does not exist 
and therefore monopoly situations may prevail, that in 
those areas some method of regulation and control over 
those areas should be preserved? Do you think it 
would be a proper division? 

A, I don't want to evade answering that. 

I just don't know how to solve that. 

Q. I can appreciate that one of the things 
that is probably troubling you is administrative 
GQitrleulty? 

A, And another thing, I would like to qualify 
that statement you made about wide open competition. 

We qualify that and would restrict it to protect 
against unjust discrimination or unreasonable treatment. 


Q@. LI realize that; I should have perhaps 
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included that. I wasn't trying to put it on any 
different basis than you had in ‘ida 

A. Well, that is a matter that I don't see 
that we can answer. There may be some isolated areas, 
as you point out, that have that problem; but I would 
think the Sofas weenataa tk: would be very small and 
limited in that area, 

Q. Now, you come along at the bottom of 
page 3 and on to page 4 to the question of the Crow's 
Nest statutory grain rates, and on page 4, you say: 

",..that there should be a thorough investigation 
of this matter to resolve whether the level of 
these statutory rates is compensatory. Also to 
determine whether, in the competitive atmosphere 

in which the railways operate today, it is in the 
public interest to perpetuate any distortion which 
may be deemed to exist in the prevailing freight 
rate structure attributable to the exemption 
enjoyed by traffic moving under these statutory 


rates ..." 


I take it if there is found to be a deficit, 
you feel it should be subsidized by the national treasury 
Is that the position of your association? 

a Well, I would say our position is that 
subsidies should only be paid as a last resort; that 
is if the rates are found to be non-compensatory and 
if the shippers or the interests there are unable to 
pay compensatory rates, then we would favour adjustment 
on the basis of subsidy if it is in the public interest. 


Q. All right, Mr. Paul, I appreciate that 
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situation. 

I want to ask you one more question on these 
Crow's Nest rates, but I would preface it this way, 
that if the question I am going to ask you is going to 
lead to a long discussion between my friends for the 
railways and my friends for the provinces, I am going 
to withdraw it. 

Assuming that, after the investigation of the 
movement of grain to export positions under the statutor 
rates, there is found to be a deficit, and assuming 
as well that it is found to be in the national interest 
that the rates to the farmer being paid at the present 
time be not increased, have you any views as to.the leve 
which should be set for the difference to be paid 
to the railways by way of a subsidy for that movement? 

A. Well, I would say the railways are entitle 


to compensatory rates on the traffic. 
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* ANGUS, STONEHOUSE & Co. LTO. Paul, cr-ex 9872 
TORONTO. ONTARIO (Cumming ) 

Q. Would that compensatory rate, in your 
opinion, properly be at a level which would return to 
the railways the fully distributed costs of their move- 
ment of grain to export positions? 

As yes, I think it should include that, 

Q. It would be at that higher level, would 
it? 

MR. MAURO: Maybe Mr, Cumming could ascertain 
whether Mr. Paul agrees with Mr. Cumming as to what 
fully distributed costs are, 

MR. CUMMING: I will come to that in a moment. 
This question of fully distributed costs or total costs 


has been used in these proceedings. 


MR. SINCLAIR: They are not the same thing. 
Fully distributed costs, technically -- nobody, as far 
as I have known, in this case in respect of grain has 
asked for fully distributed costs. 

THE CHAIRMAN: Mr. Roberts uses the term "full 
costs". 

MR, SINCLAIR: Total costs. 

THE CHAIRMAN: Total costs. 

MR. SINCLAIR: That is on total costs as 
calculated in a certain manner, but fully distributed 
cost is a different matter economically and in every 
other way. That is where I got into this matter the 


other day. 


MR, CUMMING: Mr. Chairman, I think we might 
like to hear Mr. Paul's view on this matter. I do not 


want to invite him into the maelstrom of controversy. 
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* ANGUS, STONEHOUSE & CO. LTD, Paul, cr-ex 9873 
TORONTO. ONTARIO (Cumming ) 

THE CHAIRMAN: « What should the railway 
make by way of profit. 

MR. CUMMING: Thank you, Mr, Chairman, for 
putting it that way. Perhaps we may hear Mr. Paul's 
view. 

THE WITNESS: We think that the traffic should 
bear its variable costs plus a contribution towards the 
fixed costs and profit. 

MR, CUMMING: Q. A contribution towards 
fixed costs and profit ? 

A. Yes, 

Q. If any such subsidy is paid or is to be 
' paid for that movement, Mr. Paul, does your Association 
have any views as to any conditions that ought to be 
attached to the provision for a subsidy? What I have 
in mind here is the recommendation from British Columbia, 
for instance, that if a subsidy is to be paid there 
should be downward adjustments in other rates? 

Ae Well, in that respect we would say that 
if, as a result of the railroads' receiving SoRUSARL CO ry 
rates which have such an effect on their earnings as 
to reach or go beyond the formula laid out by the 
Board of Transport Commissioners, then there should be 
an adjustment in the rates based on ies Us amount 
that comes to over that formula, 

Qs But only to that extent? 

A. yes, 

Q. Would you think that there should be any 


conditions as to time on a subsidy for that movement, 
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~ ANGUS, STONEHOUSE & CO. LTD, Paul, cr-ex 9874 
TORONTO. ONTARIO (Cumming ) 
and what I have in mind when I ask you that is this. 
Would you suggest, for instance, that there be a time 
limitation imposed on the grant of such a subsidy of 
some number of years in order to give the railways 
perhaps a time within which to rationalize the railway 
plant in the period and region? Do you contemplate 
conditions of that sort? 

A. No, except that I think that subsidy shoul 
be subject to the same recommemation tht we made with 
respect to subsidies, 

Q. Subject to a periodic review? 

A. Should be reviewed from time to time, yes. 
Any kind of subsidy or assistance payments. 

Q. It would have to be justified at each of 
those periodic reviews? 

A. Yes, I think any money that comes from 
the taxpayers should be reviewed to make sure that it is 
achieving its purpose, 

| , @ Thank you, Mr. Paul, On page 5, in 
the first complete paragraph, you refer to the question 
of the revenue deficits incurred by passenger service, 
and on the next page, at the end of this branch of your 
submission, in the last sentence, you say: 

"It is further recommended that the freight 
rate structure should not be burdened with these 
passenger deficits," 

Mr, Paul, if the passenger deficits -- assuming that 
there are some, and it appears that there are -- are not 


to be met from freight revenues, and if passenger service 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9875 
TORONTO, ONTARIO 
(Cumming ) 


are to be continued, what is your solution to that 


problem? 

A. Well, I do not think we have a solution 
for these two "ifs", but we do not think that the 
general taxpayers should have to pay for services that 
are furnished in the passenger service, We think the 
people who use the service should pay for it, generally 
speaking. 

Q. Just so that we can have the position 
clear, you do not want any passenger deficit carried 
by and creating a burden on the freight shipper, for 
instance? 

A. Correct. 

Q. That takes it out of that field? 

A. yes, 

Q. And you do not suggest it be subsidized 
in any other way? 

A. No, we do not, 

Q. It should be on a purely self-sustaining 
basis if possible? 

Ms yes. 

Q. Does it follow from that that if it can- 
not pay its own way you would suggest it be abandoned? 

A. Well, as a last resort, yes. 

Q. This is not an area in which even as a 
last resort you would consider there ought to be any 
subsidy paid? 

A. No, but there may be situations whereby 


a contribution from the national treasury may be justified, 
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ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9876 
TORONTO. ONTARIO iGenah sed) 

and in that area I mean where the passenger service is 

maintained or retained for purposes of the army, say, 

or for national defence or some area like that, in which 

case, if as a matter of national policy we think that 

the railways should have to keep that service, then 

whatever expense there is with respect to that segment 

of it should be paid by the national treasury. 

Q. Are there any other considerations as 
elements of national policy apart from a defence con- 
sideration that you mentioned, which in your opinion 
would justify a subsidy of passenger deficits? 

A. There may be others, I would say, in 
areas where from a municipal or provincial or even 
national level they want passenger services continued 
at a loss, then those particular levels of government 
should pay these losses. 

Q. You have anticipated what I was going to 
ask you next, If the continuation of a passenger 
service could not be justified as a matter of national 
policy but only as a purely local one and divided 
between municipal and provincial, you would think that 
those local considerations may be such as to justify 
subsidies at the local, municipal or provincial level? 

A. Yes; 

Q. I see, At the bottom of page 5 you refe 
to a report recommending an investigation by a Committee 
of Congress as follows, in paragraph 2: 

"An exploration of those public expenditures 


which operate to the disadvantage of the railroads," 
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* ANGUS, STONEHOUSE & Co. LTD, Paul, cr-ex 9877 
TORONTO, ONTARIO (eommtaae 
What is referred to there as "public expenditures which 
operate to the disadvantage of the railroads"? 

A. Well, the report, I believe, referred 
to payments which are paid by the public to support 
facilities of the railroads! competitors such as the 
building of airfields and waterways and things like that. 

Q. And highways, I suppose? 

A. yes, if they come within that category. 
Any category like that where public money is used to 
help the competitors of the railroads, 

Q. Now, let us assume that this sort of study 
is conducted and it is found that large sums of public 
money are being used on the construction and maintenance 
of highways. That is one of the areas that is reférred 
to in this comment here, isn't it? Do you think that 
the highway truckers should be called upon to pay their 
full share of the construction and maintenance of 
highways? 

MR. HUME: Before Mr. Paul answers that -- 
what is a full share? If Mr. Cumming means paying for 
the entire highway to the exclusion of private truckers 
and automobiles and defence requirements, that is one 
thing, but Mr. Cumming is using the words “full share". 

THE CHAIRMAN: I think that would be a rather 
complex study, 

MR, HUME: It would be very. 

MR. CUMMING: I appreciate Mr, Hume's concern 
over this and the complexity of any study on that matter, 


but perhaps I may put it this way to get Mr. Paul's view 
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ANGUS, STONEHOUSE & CO. LTE Paul, cr-ex 9878 
TORONTO, ONTARIO (Cumming ) 
on the matter, 

Q. Assuming that it could be determined by 
a study what the proper share or the fair share -- 
perhaps those terms might be acceptable to my friend -- 
of trucks! contribution towards highway maintenance and 
construction could be determined, assuming that that 
could be ascertained and assuming as well that the 
taxes and licence fees do not cover it, is it your 
position that the taxes and fees and so on imposed on 
trucks should be raised to meet what may be determined 
to be their proper share? 

A. Well, we believe that the truckers or 
any other transportation operator should pay their way. 

Qe And you would apply that to air lines 
as well? 

A. yes. 

Q. On page 6 you deal with the question of 
the Canadian National-Canadian Pacific Act, which you 
suggest should be more liberally invoked by the two 
transcontinental railways to promote cooperative 
measures. Is it the view of your Association that 
those statutory provisions for cooperation between the 
railways should be left entirely to the initiative of 
the railways? 

A. Well, we think they are the people prin- 
cipally interested. 

Q. They are the people principally interested? 

A. Yes, and if you are referring in that 


question with respect to the passenger services and 
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* ANGUS, STONEHOUSE & Co. LTD. Paul, cr-ex 9879 
TORONTO, ONTARIO (Cumming) 
deficits -- were you? 

Q. Well, that could come into it, 

As Yes. Well, in connection with the 
passenger deficits generally, I think our position is 
clear, that we think they should be made to pay -- the 
people that use the services should pay for the service, 
Now, if the railways cannot reduce their expenses on 
these services or réduce the services or through coopera- 
tion with one another cannot make ends meet, then they 
should be allowed to abandon the services or, as I have 
already explained, these other interested --- 

Q. Governmental levels? 

Bs Government departments want the services 
continued, then it should be made up in that way. 

Q. Dealing further with this question of 
cooperation between the railways, you think 
they should be able to sdopanate in such matters as 
joint terminals, and of course you have mentioned the 
elimination of duplicate services and that sort of 
thing? 


A. yes, 


(Page 9882 follows) 
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“ ANGUS, STONEHOUSE & CO. LTD Paul, cr-ex,. 9882 
TORONTO. ONTARIO (Cumming ) 


Q. Now, supposing they drag their feet and 
do nothing along this line or do not do enough, do you 
feel that the initiative to bring about that degree 
ef co-operation should be placed elsewhere than with 
railway management? 

A. Weil; I think we can put the initiative 
on the railways in this way, take the position they are 
not going to be allowed to take passenger deficits into 
consideration when reviewing general increase require- 
ments for the railways. If that were removed they 
would then have to do something. 

Q. You do it on an incentive basis rather 
than ona compulsion basis? 

A. Well, both imcentive and compulsion in that 
respect. 

Q@. Would you extend that view into areas of 
railway operation other than passenger deficits, other 
than passenger lines? 

A. The same incentive, you mean? 

Q. Lea. 

A, Yes. 

Q. In other words, your position, I take it, 
would be this, that the railways could go before the 
Board for a general revenue case and it is suggested 
in answer to such an application that they have not done 
enough in the way of eliminating double services in 
their freight operations, that they have not effected 
the economies that they could by the establishment of 
joint terminals and matters of that sort, that their 


application for revenue increases should be held up or 
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refused in order to force them in practical effect to 
introduce such cooperative economies? 

As Well, I think in the case of general 
increase applications these matters are brought up 
before the Board by the interested parties. 

Q. Well, the judgments in these will probably 
speak for themselves, In any event, your association 
is of the view that that is the way you would bring 
about this desired result? 

A. Yes. We think probably it is a matter 
for railway management to handle and that there are 
incentives and so on in there which would make them 
put these deficit services on a paying basis. 

Q. What would you think of the Board, let us 
say, as a presumably appropriate agency taking upon 
itself outside the ambit of revenue cases to look at 
various areas of railway operation and go to the railways 
and say, "We think you can effect an economy by abandonin 
this or co-operating in this way and that way" and then , 
forcing the railways to do just that. 

A. Well, I would not say that, Mr. Cumming. 

I think that would be contrary to what we have said 
previously that we should unhamper the railway or any 
‘other agency to develop their own business, 

Q. You do not want. the Board interfering 
with the railway management in that manner? 

A, Well, if it is a case of something that 
the railways refuse to do which is apparent and which 
would involve economies and so on, that is a different 


matter, but on a general principle we think that is a 
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matter for the railways, that is their function, 

Q. Just one other point -- 

COMMISSIONBR MANN: Are you leaving that 
point now? 

MR, CUMMING: Yes, 

COMMISSIONER MANN: Would you mind if I try 
to get this a little straighter? You say that you will 
allow the Board to do that, to look into railway 
economies during the course of a general revenue cases 
That is all right, you say if I have understood you 
rightly. 

THE WITNESS: Well, I think I stated that 
these matters are brought out before the Board by the 
various interests when the Board is judging the general 
rates case. 

COMMISSIONER MANN: And you think the Board 
has a duty to go into these matters during the course 
of a general revenue case because they are brought out? 

THE WITNESS: No, but for instance if they 
had a hearing before the Board, the railways were not 
allowed to include in their revenues, for instance, 
passenger deficits. 

COMMISSIONER MANN: I think it is more in 
terms of the ‘other matter mentioned by Mr. Cumming, 
co-operative projects that might be achieving reduction 
of expenses and I think that is what Mr. Cumming 
discussed with you. ff these matters are brought out 
in a general revenue case you think the Board has a 
duty to look into them? 

THE WITNESS: Yes, they would consider from 
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the evidence these matters that were brought out. 

COMMISSIONER MANN: Then you say if the 
Board has a duty, a right and duty to look into these 
matters during the course of a general revenue case, 
why then is it wrong in principle for the Board to 
look into these matters outside of a we riba ake revenue 
case on its own motion? I cannot see the distinction 
in there. 

THE WITNESS: Well, we think that in the first 
place that is the function of the railways. If the 
railways are not performing their functions properly, 
it should be subject to review by the Board just the 
same as if they are not carry ing out the provisions 
of the Railway Act in any respect. In that sense. 

COMMISSIONER MANN: Thank -you. 

THE CHAIRMAN: The Board should be the police~ 
man? 

THE WITNESS: The referee. 

MR, CUMMING: Q. On page 6 and over to the 
end of your submission, you deal with this question of 
other income and your conclusion is, or your submission 
is that the position taken in the past by the Board 
with respect to this question appears to be the most 
fair one yet devised. What I was wondering is this, 
as the railways enter more and more into other trans- 
portation fields - I am not talking about hoteis and 
Consolidated Mining and Smelting and that sort of thing, 
but other activities of a purely transportational 
nature, do you consider that the income from or the 


loss suffered by those enterprises ought to be 
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included in rail income for rate-making purposes? 

A. Weuld I presume you are referring to 
truck lines when you say "other"? 

Q. Iwas referring to all modes of trans- 
portation and the next question I was going to ask 
you was would you make any distinction in the case of 
trucks alone, that is land transportation in Canada? 

A. No. I think for the purpose of railway 
freight rates that these should not be included. 

Q. That is air line, steamships, you would 
exclude? 

A. Yes. 

Q. And all trucking as well? 

A. Wes. 

MR, CUMMING: That is all I have, thank you. 

THE CHAIRMAN: Mr. Hume? 


CROSS-EXAMINATION BY MR, HUME: 


Q. Mr. Paul, my name is F, R. Hume and I 
represent the Canadian Trucking Associations, I seem 
to remember I had the honour of asking you questions 
ten years ago before the Turgeon Commission; were you 
not a witness at that inquiry? 

A», .Y@s. 

Q. Perhaps I should know this but I do not, 
but is your normal activity one which is concerned with 
transportation matters? This appears to be a special 
interest of yours? 

A.  1t. 18. 


Q@. And you are engaged in transportation 
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studies in your ordinary avocation? 

A, Yes. 

Q. In your ;discussion with my friend, 

Mr. Cumming, you pointed out the competitive position 
between the railways and the trucking industry by 
pointing out in one case you are dealing with two large 
transportation organizations and in the oter case 

you are dealing with, as you said, thousands. This 
leads me to ask you this question: In your own experi- 
ence have you found that in purchasing transportation 
both by rail and for-hire truck in your opdinary 
business that the competition situation of the two 

is about comparable at the present time? 

A, With respect to what? 

Q. Well, with respect to ability to provide 
you the service you want and 80 on. You indicated in 
your brief the present situation is one you would like 
to see carried on with full competition and I thought 
it would be well for the Commission to have your views 
as to whether or not you believe that the present 
situation with its great numbers of trucking operators 
operating as they do across the country are about 
as competitively active as the railways in connection 
with your requirements for transportation? 

A, Yes, I would say so. 

Q. And I suppose your activities, do l 
correctly assume that your activities in buying trans~- 
portation are located in central Canada? Your head- 
quarters are where? 


A. In Toronto. 
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Q. Do you not find that the situation there 
is if you do not get the service you want from a truck- 
ing company in a particular area, what happens is 
that somebody else comes along and your company is some- 
times called upon to support the applications for 
increased franchises by other companies to give you 
the service you want. | 

A. Yes. 

Q. And you have the ability, therefore, 
to call upon, as you said, a large number of operators 
and if one does not provide you with the service you 
want, you can probably get it from somebody else? 

A. Yes. 

Q. Well now, in your brief in three places -- 
first of all may I ask you this: At page 5 at the 
bottom, the paragraph commencing about the middie of 
the page and going to the end of the page, I take your 
reference to the I.C.C. decision and the recommendations 
1 and @ are the words of that decision... Do I correctly 
assume that? 

A. Yes, they are paraphrased - no, they are 
quotations, 

Q. Right to the bottom of the page? 

A. ves. 

Q. May I also assume that because you quote 
them they represent the views of the C. M. A. on this 
particular subject? 

A. We suggest that a parallel investigation 
be made here because we consider in respect to that 


problem that our situation is perhaps not as bad but is 
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1 

2 fairly similar to that in the United States. 

3 Q. In three places in your brief, on page 

4 2 you refer to the healthy competition between various 

5 media that you would like to see carried on. On page 

é 2 under your heading of national transportation policy 
you say you cannot deal with the problems of one agency 

: of transportation without considering its effect on the 

: others. At page 5 you quote the decision from the 

. I. ©. ©. recommendations that these several forms of 

10 


transportation should be treated equitably and no one 
11| form should be preferred... That leads me to asking you 
12 really the only point I have to discuss with you: Taking 
13 the Maritime Freight Rates Act, if historically the 
payments under that act were made to the railways, 
would it be your view in view of your brief that this 
Commission might consider the payments made under vhat 
Maritime Freight Rates Act be made in such a way that 
ali forms of transportation could have an opportunity 
of sharing in the benefit of that act, if you can call 
it a benefit, to the transport company, or should the 
railways continue to be the chosen instrument of the 


receipt of that supsidy? 
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A. I think, Mr. Hume, based on the original 
purpose of that subsidy, we would have to say it is 
payable to the railroads only. 

Q. It is that way now? 

A. yes, and that was the original purpose of 
it. 

Q. The original purpose was to assist the 
shippers in the Atlantic region to get their products 
into central Canada? 

A. yes, and there was another historical 
reason behind it, though, and that was to equalize the 
detriment that the maritime provinces worked under on 
account of the Intercolonial railway being built as a 
national policy on a much longer mileage than otherwise 
was required, 

Q. And those two reasons add up to the 
fact that the purpose was to assist the shipper in 
the Atlantic regions to move his products at a lower 
cost than if the national considerations had not taken 
place? 

A. Yes, by rail. 

Q. I suggest that at the time this was under 
review and considered, that rail was then really the 
only land transportation medium that was of any effec- 
tiveness in moving these goods out of the Atlantic 
regions? 

A. Rail and water. 

Q. yes, but I.am speaking of land. 


A. Yes. 
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* ANGUS. STONEHOUSE & CO. LTD. Paul, cr-ex 9891 
- ONTARIO (Hume ) 

@% If I suggest to you that there is now 
growing and becoming more established a long haul 
trucking operation from the Atlantic regions into 
central Ontario, would it be the view of your Association, 
or your own view -- and I would like vw hear either one 
or both -- as to whether or not this subsidy payment 
should continue to be confined to the railways, or 
should it be paid in such a way that all media of 
transportation have an equal opportunity to benefit? 

A. I think the subsidy should remain as it 
is with respect to that question, but if I might add, 
in accordance with our recommendation here, there are 
a lot of changes that have taken place in the applicatio 


of that subsidy which, in our opinion, should be revised 


Qe Should be revised? 

Ae Yes, and if I may explain here, in that 
territory now the Act was passed before we had any 
agreed charge legislation, or things of that kind, and 
the developments in that area have reached the point 
that there are a great many agreed charge rates and 
competitive rates in effect in that area which, in my 
Opinion, should not be subsidized, Where the railways 
meet competitive rates in that area they should be 
excluded from the application of the subsidy, in my 
opinion, 

Qe Your view would be if the railway put in 
an agreed charge to meet truck competition, they should 
not be further subsidized in that competition? 


A. Correct. 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9892 


TO NTO. ONTARIO 4 
swaaatioe (Hume ) 
1 
Qs But on standard or normal rates things 
2 
should stay the way they are? 
3 
A, Yes, 
4 
Q. That leads me to the obvious next point, 
§ 
that if, as you discussed with Mr. Cumming, on the 
6 | 
hypothetical situation that it is established that 
7 
there ought to be some assistance on grain in the west 
8 
-- if we assume all these things, would it be your view, 
9 
or the view of your Association, that any payment made 
10 
f) -- and to use your exact words, "so that the grain would 
2 bear its variable cost plus a contribution to fixed 
13 cost and a profit" -- should the railways alone be the 
14 instrument of receiving the benefit, or should it be 
15 paid in such a way that the trucks could haul grain, if 
16 they are able to do so, and as they do in the United 
2 
7 States? 
18 A. I would say again that the basis of the 
19 subsidy should remain as is, by rail -- the original 


20 agreement. 


Q. There is no subsidy now? 


21 
2 Be No, I beg your pardon; but the original 
93 agreement -- the so-called Crow's Nest Agreement was 


4 in connection with rail. 

25 Q. Of course, yes, in 1899 that is true. 

If some payment is to be paid, whether it is paid -- 

97| however you call it, or whatever way you describe it -- 
98| so that the cost of the movement of grain 1s to be 

29 increased, it is your view that all modes of trans- 


30|| portation, including possibly pipe lines, should have an 
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“ ANGUS, STONEHOUSE & CO. LTD, Paul, cr-ex 9893 
TORONTO. ONTARIO (Hume ) 
opportunity of competing for that movement, or should 
it be paid as a subsidy to the railways to the exclusion 
of other media of transportation? 

A. Well, I would take the view that it should 
be confined to the railways in accordance with the 
original Crow's Nest Agreement. The matter of subsidies, 
however, as long as it 1s taken out of the freight rate 
structure, does not concern me too much, because that 
is a matter, I think, that should be left to the wisdom 
of Parliament as to what assistance and how the assistance 
should be paid. 

Q. So that if the rate per bushel or per 
100 weight arose in Canada by one means or another, like 
it is in the United States, the railways should be the 
only persons to receive whatever payment is made, and 
the trucking industry should not have an opportunity 
of hauling it, except domestically, if they have an 
opportunity -- and I am speaking only of the grain to 
export points -- the present Crow's Nest statutory 
rates? 

A. Well, there would be some justification, 

I think, in applying it to the trucks if the truckers 
accepted the same obligations as the railways are under. 

Q. Are you aware, in your capacity as 
traffic manager with Swift's, of the movement of grain 
to export positions in the United States both by rail 
und highway? 


Az No. 


---Short recess. 
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“ANGUS, «oboe & CO. LTD. Paul, cr-ex 9894 
ORONTO. ONTARIO (taurs)) 
CROSS-EXAMINATION BY MR, MAURO: 

Q. Mr. Paul, my name is Mauro and I repre- 
sent the Province of Manitoba, I see on the bottom of 
page 1 that you say, ". . . at present approximately 
only 50 per cent of the total domestic all-rail tonnage 
is carried at so-called 'normal' rates," I take it 
you are classifying as "normal rates" the class rated 
and non-competitive commodity rates? 

A. Yes 

Q. And on page 2, in the final sentence 
under General Observations,"It is submitted,therefore, 
that to facilitate experimentation by the railways 
with new services and pricing practices in adjusting 
themselves to this competitive environment, restrictions 
on rates and services of the carriers should be imposed 
only to the degree necessary to protect elements of 
the community, including the carriers .. ." 

I would assume that your Association would 
oppose any scheme that tended to restrict the freedom 
of carriers in setting rates which would reflect the 
operating characteristics of the carrier? 

A. Reflect which, sir? 

Q. The operating advantages or characteristic 
of the particular carrier -- I mean by that, that your 
Association would not want any system of control that 
would tie rail rates to truck rates, or truck rates to 
rail rates, or lake rates to rail or truck rates? 

Ae Correct, sir; we would not. 


Q. And your Association, I would expect, 
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. . STONEHOUSE & CO. LTD. a 
—_" erbatiian Aft feo, Paul, cr-ex 9895 
(Mauro ) 


would support a policy which recommended that each 
carrier's rates reflect the operating savantacds and 
characteristics of that carrier? 

A. Yes, I think that is a sound policy. 

Q. And the Province of Manitoba has gone a 
little further and recommended in the case of lake and 
rail that the lake carriers' rates be based on eee 
factors of the lake carriers, and that they should not 
be bound in any way to the cost of carriage by rail? 

Ae That is other than joint rates, you mean? 
Or do you mean joint rates? 

Q. Well, this is other than joint rates 
right now. 

A. Purely water raves? 

Q. Yes. 

A. Yess 

Q. And then, on the joint rate phase, the 
Province of Manitoba has recommended that the joint throu 
rates should reflect the portion carried by each of the 
carriers; in other words, if there was a 1200-mile haul, 
800 miles by water and 400 miles by rail, the through 
rate should reflect the two-thirds portion by water and 
the one-third portion by rail? 

A. I would not go so far as to say a definite 
proportion, but I think your policy is sound, that the 
joint rate should reflect a differential based on the 
vater carriage. 

Q. Because I would expect your Association, 


from my reading of your brief and your examination this 
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ANGUS, STONEHOUSE & CO. LTO. Paul, cr-ex 9896 
TORONTO. ONTARIO (Mauro ) 

morning -- the object that your Association wants to 

achieve is the most efficient and economical movement 

of goods and people in Canada? 

A. yes, 

Q. And you realize that in such a policy the 
carriers best suited for the particular traffic movement 
will eventually get that traffic? 

A. 2Aas 13 COPréect, 

Q. Under “National Transportation Policy” 
you have recommended: 

". « « that our transportation system -- rail, 
water, highway, air and pipe line -- be considered 
as a whole and a national transportation policy 
enunciated which will afford equitable treatment 
to these respective segments . .-." 
The Province of Manitoba, in their submission, at page 
53 stated as follows, and I will read it to you and ask 
for your comments, because I think it would be of some 


assistance if we bring out some of the specifics that 


might be considered by this Commission, 


(Page 9900 follows) 
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~ ANGUS, STONEHOUSE & CO. LTD. PauLyer-exy Ah 
TORONTO, ONTARIO (Mauro) 


I am starting to read at paragraph 122 of 

the Manitoba submission. 
"Subsequent to the report of eke Turgeon Royal 
Commission, the Royal Commission on Canada's 
Economic Prospects also examined the question of 
co-ordination of the existing transportation 
agencies and in its final report on November, 
19575 reached the following conclusions: 

We also believe that a more unified approach 
should be taken by the Federal Government in dealin 
with the transportation agencies under its control. 
Rather than having each transportation enterprise 
competing - and unequally at that - for the tax- 
payer's dollar in order to be more able to conceal 
the high real cost of certain of their services, 
we believe it sounder, cheaper and more efficient 
for them to provide only those services which will 
stand on their own feet.!" 

Do you agree with the statement of the Royal 
Commission that far, Mr. Paul, their conclusion that it 
is sounder, cheaper, more efficient for them, that is 
the federal government, to have a policy which would 
result in transportation enterprises providing more 
efficient service and those services which will stand 
on their own feet? 

A. Well, I think our brief says that. 

Q. Exactly. 

"We do not think the sort of unity of trans- 

port policy we have been talking eb duit can 


be achieved by some super-transport body with 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex, 9901 
TORONTO, ONTARIO (Mauro) 


"ni gid regulatory power even if there was 
no constitutional objections to such a scheme. 
We do, however, believe it can be more nearly 
attained if the authorities concerned seek to 
ensure’ that each form of transport as nearly as 
possible pays its own way and is regulated in 
such a@ way as to prevent waste, duplication 
and uneconomic rate-making." 
The province of Manitoba, on the basis of the 
material that ig submitted, stated as follows: 
"This commission can better determine these factors 
after due consideration, but we suggest that it 
should of necessity" - 
referring to this body that we felt should be set up 
to investigate and try and unify transportation policy 
in Canada - 

" .. be regional in its representation, thus 
permitting the proper consideration of national 
policies as they affect the various economic regions 
of Canada. Such a body would have as its major 
task the direction of research and planning into 
transportation problems in general in conjuction 
with or independent of specific agencies. In 
addition, we feel that at least once each year such 
a tribunal or board should visit the provincial 
capitals for. hearings on general matters affecting 
transportation in that area and make an annual 
report to the Minister of Transport. " 

And the actual recommendation is as follows: 


"The government of Manitoba therefore recommends: 
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"That this Royal Commission should examine the 
necessity for Poeecdinneinestne administration of 
national transportation policies with a view to 
providing the most efficient and economic means for 
the transportation of people and commodities." 

I wonder, Mr. Paul, whether the association 
that you sauna sent would support the positions of the 
province of Manitoba that such a body should be organized 
with a view to co-ordinating the various transportation 
agencies in the Dominion? 

A. No, I wouldn't agree that ancher Board 
is necessary to do that. I think we have enough now 
to look after all our -- 

Q. Do you think there is this unification 
of purpose between the Board of Transport Commissioners 
and the Maritime Commissioners, and so on? 

Bi ONG. Dita al think as far as transportation 
matters are concerned that we have sufficient boards now 
to govern that feature. 

Q. Outside of the administrative aspects, 
there is no suggestion that we need any new administrativ 
tribunal, but it was our position on it that there seemed 
to be a very real need for some unifying approach, 
that we were having this ba@kanizatidm of transportation 
in Canada, that we had various policies on transport- 
ation actually competing with each other. 

A. I couldn't go along with that proposal, 
because I don't think it is necessary to have additional 


expense on the taxpayers. 


Q. How do you feel that this national 
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transportation policy would be enunciated and applied? 

A, Well, the one way it could be helped 
along is by some co-operative meeting between the 
various provincial Poabas so far as truck operation is 
concerned, because these are provincial mtters. It 
can be helped oy the various provincial bodies as they 
are now co-operating. 

Q. So if there is organized an association 
made up of representatives of each province and they 
met annually, or whatever time they wanted to meet, as 
frequently as they wanted to meet, to discuss these 
problems, that would be the sort of thing that you 
would envisage? 

A. I don't think it will absolutely solve 
all of our problems, Mr. Mauro, but that is being done, 
you know, and I think we should try and see if that 
does SMe cine the difficulties we have in that respect. 

Q. So that to that extent your association 
would approve of a group made up of representatives of 
each of the provinces that would meet to discuss national 
transportation problems? 

A. No, IL would confine “that, sir, vo vhe 
trucking operations, because that is a provincial matter, 

Q. So that on trucking there would be this 
group made up of represmtatives of each of the provinces 
which would meet to discuss problems of e. national 
nature covering movement of commodities by truck? 

A. Inter-provincial. 

Q. What would you do for the water, carriage 


of commodities by water? 
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A. Well, the water carriers come under 
federal jurisdiction now. 

Q. What about the co-ordination of water, 
carriage by water and by truck and by rail and by air 
and by pipeline? I understand you want the enunciation 
of a national policy on this, not covering only trueks, 
but covering all forms of transportation? 

A. No, what we are advocating is that the 
national policy be based upon all these carriers, giving 
freedom to operate in the best field they can operate. 

Q. How does the national government bring 
this about? Simply by the enunciation of that principle 
or by the development of a new policy by the passing 
of new legislation, by the making of a board to bring 
this co-ordination about? 

A. By adopting the principles I have 
mentioned, 

Q. A government adopts principles in various 
ways; the usual way is by the passing of legislation? 

As Yes. 

Q. What kind of legislation do you envisage 
on that so that we have this co-ordination between water, 
Vail; @i057 road and pipeline? 

A. I haven't thought out a national policy 
that would co-ordinate all of these agencies as a unit, 
you might say, as you are envisaging. We find that the 
way it is being administered now is quite satisfactory, 
ana under the federal act now delegating certain powers 
to the provinces with respect to truck transportation, 


these agencies are working along the line of co-operating 
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with respect to some of these problems, 

Q. Do you feel, then, that there is, in 
fact,now a satisfactory national transportation policy? 
I only introduced the subject, Mr. Paul, because you 
said that you wanted a national transportation policy 
enunciated which will afford equitable treatment, and 
Since the matter has been discussed by the Turgeon 
Commission and by the Gordon Commission in 1957, and 
since it was a matter that the province of Manitoba 
felt should be dealt with by this Commission, I put to 
you our suggestion of a sort of a research group, not 
an administrative body, which would take into consideration 
a national policy, a transportation policy, as opposed 
to specific transportation policies. 

But if your association feels that the present 
system is adequate and satisfactory, then certainly I 
respect your opinion, and my only doubt would then be 
as to the purpose of the paragraph in your brief. 

A. Well, we think that present system is 
satisfactory, providing there is no interference with 
the competitive features of the various agencies. 

Q. And you feel that that is being worked 
out today? 

Ay Os. 

Q. So when you say that our transportation 
system be considered as a whole and a national transport 
ation policy enunciated, it really means that you want 
the present system maintained? 

A. Yes, that nothing be put in the way of 


the various media competing with one another. 
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Q. The present national transportation system 
is satisfactory? 

A. Yes. 

Q. As to the matter of subsidies, Mr. Paul, 
you have dealt with that with my friend Mr. Cumming. 
Have you any scheme as to how the bridge subsidy, for 
example, might otherwise be applied than at present? 

A. No definite scheme, except that it should 
come out of the freight rate structure, 

Q. iam sorry, I didn't quite follow that, 
Mr. Paul. 

A. No definite scheme, except that it 
should come out of the freight rate structure altogether. 

MR, FRAWLEY: For clarity, is that in the 
prief, Mr. Paul, or are you now saying this? 

THE WITNESS: Well, it is in the brief, 

Mr. Frawley, that we consider the freight rate structure 


is not a proper medium to dispense subsidies. 
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MR. MAURO: Q. In other words, your 
Association feels that the rates, over the bridge, should 
be at their fixed level and that any subsidies should be 
paid by the federal government directly to the shipper? 

A, Or directly to the parties that the 
federal government wants to help in respect to that sub- 
sidy. 

Q. Is there any doubt in yourmind as to who 
is being assisted by the bridge subsidy? 

A. yes, there is, I do not know who is bein 
assisted by the bridge subsidy. I do not know who the 
money goes to, 

Q. Do you doubt that there has been a 
reduction in rates? 

A. No. 

Q. Owing to the re subsidy? 

A. I do not doubt that in that respect, but 
I doubt who is getting the benefit of it. 

Q. Just to the extent of the reduction in 
rates, do you think that the shipper or the receiver, 
the consignee, receives the benefit of having a reduction 
in rates? 

A. Somebody gets the benefit, but I do not 
know who, 

THE CHAIRMAN: We are back to the old problem 
of who pays the freight. 

THE WITNESS: Then there is another factor 
with respect to the particular subsidy. It is changing 


almost every week, because as soon as the railroads put 
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in a competitive rate or an agreed charge rate it removes 
it out of that subsidy, so that in that respect it is 
changing all the time as well, 

MR, MAURO: Q. What has that got to do with 
the principle of the subsidy, if there are less commodities 
now being affected by the bridge subsidy, because it only 
applies to the class and non-competitive commodity rates 
-- that certainly was one of the principles being 
enunciated, was it not, that the competitive traffic 
should receive the benefit? 

A. That is correct, I agree with that, but 
my problem is who ultimately receives the benefits. One 
of the problems of these subsidies is, as we have heard 
from another area of the country, that it creates 
problems for them, for they claim that they do not get 
the benefit of such a rate subsidy. 

Q. That is against subsidies generally? 

A. No, I am not against subsidies in general. 
Do not get me wrong. I am against subsidies being 
integrated into the freight rate structure. 

THE CHAIRMAN: One thing is clear, Mr. Paul. 
The railways get the $7,000,000? 

THE WITNESS: No, I would not agree, sir. The 
railways get paid the $7 million, but they have to hand 
that back through rate reductions. 

COMMISSIONER MANN: Is there a possibility, Mr. 
Paul, that when you say you do not know who benefits you 
mean you do not know whether the railways benefit to some 


extent because by being able to reduce the rates 
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by the amount of the rate subsidy they are able to quote 
a rate which is made lower and then is harder to meet 
by the competitor? Is that what you have in mind? 

THE WITNESS: That is a factor, sir, but what 
I have in mind --- 

COMMISSIONER MANN: It cuts down on erosion? 

THE WITNESS: To a certain extent, yes. It 
puts the railways in a better position to meet their 
competition on that particular movement, I would say, but 
it also creates other distortions, you might say, in the 
whole freight rate structure, and we do not think it 
should be done that way. 

MR. MAURO: Q. Mr. Paul, you told me you are 
not against subsidies in general but you want to have 
the freight rate structure neat and tidy. Let us just 
limit ourselves to the bridge subsidy. Somebody, 
shipper, consignee or railroad, receives the benefit 
of $7 million, and it is applied in a specific manner, 
Now, would your Association recommend (a) the abolition 
of the bridge subsidy or (b) a different method of 
applying the bridge subsidy? 

A. Well, we think (b) should be the solution, 

Q. A different method of applying the subsidy? 

A. yes. 

Qe Has your Association given any considera- 
tion to a different method of applying the subsidy? 

A. No, we have left that to our friends on 


the Commission here, 


Q. But the present system you do not think 
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is the best system? 

A. That is correct, with respect to any of 
those subsidies tied in with the freight rate structure, 

not only the ones you mentioned but the others as well. 

Q. I was going to mention a couple of others, 
But as far as the bridge subsidy is concerned, you do 
not like the present method but you do not have another 
method to offer? 

A, correct. 

Qe As to the subsidy in May last year of 
$20 million in the roll-back on class and commodity 
rates, does your Association like that subsidy and does 
it like the way it is applied? 

A. As an Association, I am not going to 
speak on the subsidy, because I cannot, but as to the 
way it is being applied, we are against it. 

Q. You do not know what your Association 
feels about the principle of that $20 million subsidy, 
but the method in which it is applied is not satisfac- 
tory? With regard to the Maritime Freight Rates Act, 
are you for or against the subsidy itself and (b) do 
you like the way it is applied, the method of appli- 
cation? 

A. The answer is the same, 

Q. You do not mind the subsidy, but it is 
the method of the application? 

A. That is right. 

Q. You know that in the case of the 


Maritime Freight Rates Act competitive rates receive the 
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* ANGUS, STONEHOUSE & Co. LTD. Paul, cr-ex 9911 
TORONTO. ONTARIO (Mauro ) 
subsidy? 

A. yes, 

Q. So that that clearly is of advantage to 
the rail lines? 

A. TES 

Q. As opposed to other carriers? 

A. yes. 

Qe Would you like some change in that? 

A. I have already stated in my testimony that 
we do not think that agreed charge rates and competitive 
rates should get the benefit of the Maritime Freight 
Rates Act subsidy. 

Q. You would like to see all subsidies 
restricted, im this general subsidy classification, to 
class rated and non-competitive commodity traffic? 

A. No, we do not want subsidies applied to 
freight rates at all. But in that particular one -- 
you mean the Maritime Freight Rates Act? 

Q. Now you are taking a position. Your 
Association does not want subsidies applied to freight 
rates at all? 

A. Correct, yes. 

Q. So that, as far as feed grain subsidies, 
coal subventions and the Maritime Freight Rates Act are 
concerned, pull them out of the freight rate structure 
and keep the freight rate structure a neat and tidy 
little package without any smutting up with subsidies? 

A. yes, 


COMMISSIONER MANN: Mr. Mauro, I think you 
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~ ANGUS, STONEHOUSE & CO. LTD. eS 
TORONTO, ONTARIO Paul, Cr-ex 9912 
(Mauro) .. ; 


would want to make a distinction with regard to the feed 
grain subsidy and its effect on the freight rate struc- 
ture, 

THE WITNESS: Yes, they are paid direct, 

MR, MAURO: Yes, thank you, Mr. Mann, 

Qe Then I notice on page 4 of your brief, 

Mr. Paul, you say: 
"These statutory rates which are still on 
the level prevailing in the year 1899 ,. . ." 
Your Association, by that statement, does not feel that 
the fact that they have been prevailing since 1899 makes 
them bad rates or good rates or any other kind of rates? 

A. I beg your pardon? 

Q. You make the statement that these statutor 
rates which are still on the level prevailing in the year 
1899 and apply on traffic which, in the case of the 
Canadian Pacific Railway, represents from 25 to 30 per 
cent of the annual revenue ton miles performed in freight 
service. The fact that they have been in effect since 
1899 does not prove anything, does it? 

A I would think it is a reasonable assumptio 
that any rate which has not been increased since 1899 is 
hardly reasonable, I would say, today. 

Qe Have you considered the revenue per car 
of grain since 1899? 

Ase No, I have not got any figures on that 
and I cannot answer any questions on these specifics. 

Q. You will admit that there are other con- 


siderations than the date on which the rate was introduce 
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that should be considered in determining whether or not 
it is a good thing? 

A. Correct, yes. I just put forward that 
reasonable assumption that I mentioned, 

O% A little further on this appears: 

“Also to determine whether, in the competitive 

atmosphere in which the railways operate today, 
it is in the public interest to perpetuate any 
distortion which may be deemed to exist in the 
prevailing freight rate structure attributable 
to the exemption enjoyed by traffic moving under 
these statutory rates..." 
I assume that in fairness your Association would apply 
that statement to all rates and any distortions and the 
perpetuity of any distortions in the prevailing freight 
rate structure? 

A. Yes, but I would like to point out that 
the wording here is not the Association's wording about 
“distortion” -- that is the wording of the Commissioner, 

Qe But I assume that you adopted it, because 
it is in the vorief? 

A. Yes, we believe in that principle, correct 

Q. As to the passenger services, Mr. Paul, I 
see that your Association -- very correctly, in our view 
-- suggests that the freight rate structure should not 
be burdened with passenger deficits. I did not follow 
it completely, but I believe when you were questioned 
by Mr. Cumming you said that your Association did not 


support the idea of a subsidy to the railways for 
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< ANGUS, STONEHOUSE & Co. LTD Paul, cr-ex 9914 
TORONTO, ONTARIO (Mauro ) 

maintaining the services unless they were directly 

in the national interest? 

A. yes, correct, 

Q. But if in fact railway management exercising 
their discretion wanted to abandon and applied for aban- 
donment and proved the case, as far as revenue gsr igdeucy 
is concerned, and the Board of Transport Commissioners 
in their wisdom said,"No; due to the public interest, 
you must maintain these’ deficit services" -- then your 
Association would support the idea of the compensation 
being paid the railways from the treasury? 

A. No, we do not go that far, 

Q. Could you tell me how far you go on that? 

A. We say it is up to the railways to investi 
gate every possible avenue of economy, or even coordina- 
ting with each other to effect economies, and to reduce 
their operating costs, so that the service will be put 
on a paying basis. 

COMMISSIONER GOBEIL: The only exception 
you would make would be for national defence? 

THE WITNESS: Or in other areas, Mr. Com- 
missioner, like commuter services and others, in which 
case we say that those who benefit from the service 
should pay the deficit. 

THE CHAIRMAN: The locality? 

THE WITNESS: Yes, sir. 

MR, MAURO: Qe That again is in complete 
accordance with the proposal put forward by the Province 


of Manitoba. We deemed the commuter services were more 
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~ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9915 
TORONTO, ONTARIO (Mauro ) 

of a local or metropolitan problem and should be dealt 
with on that level, but on the national plane, national 
passenger services so deemed, if the railways were 
compelled to maintain these services at a deficit, and 
since the railways have only one source of revenue and 
that is freight traffic, if on the one hand we are going 
to remove the passenger deficits from the freight and still 
compel the railways to operate the services at a deficit, 
we are confronted with the problem of where they are goin 
to get this money that they are compelled to expend, 
The only source we could consider, on the national 
plane, is the federal treasury, and that seems to be 
logical, 

A. I have mentioned one segment that we 
think the national treasury should stand if they want 
that service: that is, a national defence service. But 
we do not think the taxpayers even should be saddled 
with providing a service for others to use, We believe 
that all these services should be paid by the people who 
use the service, 

Qe And if they refuse to pay for them? 

A. Then the Board should allow abandonment, 

Q. And if the Board refuses abandonment on 
the basis that the line should be maintained in the publle 
interest? 

A, Well, you are pinning me down with a great 
aenl of “ifs”. If in the national interest the Board 
decides it has to remain, then, if it is a national 


Anterest, it should be paid there, 
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“ANGUS. STONEHOUSE & Co. LTD. Paul, cr-ex 9916 
TORONTO, ONTARIO (Mauro ) 

Q. very good, Mr. Paul, Now, as to the 
branch line operations and the application by the railway 
for abandonment of branch lines, if the Board were to 
find the same thing, if the branch line while operating 
at a deficit is still in the public interest? 

A. I think, with respect. to branch linés, 
it is in a different category because branch lines 
contribute to the general plan of the railroads, That 
has to be considered, 

Qe But would you expect the same general 
treatment -- that branch line deficits should be taken 
out of the same freight structure? 

A. Yes. 

Q. And the railways should be permitted and 
should be encouraged to abandon losing branch lines? 

A. yes, where there is no other solution. 

Q. Where there is no other solution. Lr 
in fact they apply and the Board contends, taking all 
these factors into consideration about contribution to 
main line traffic and so on -- if, taking all these 
factors into consideration, still the line is operating 
at a deficit but the Board insists on the maintaining 
of the service, then would you contemplate compensation 


to the railways for the operation? 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex,. 9917 
TORONTO, ONTARIO (Mauro ) 


A. Well, you are leading me far astray in 


this. We do not want any subsidies, in that respect 
we want cach function to pay its way. 

Q. May I say that I want to compliment you 
and through you your association for a very well-prepare 
statement of the problem and very excellent presen- 
tation here. 

A. I am glad it coincides in some way. with 
yours. 

THE CHAIRMAN: Mr. Frawley: 

MR. FRAWLEY: No questions. 

THE CHAIRMAN: Mr. McDonald? 


CROSS-EXAMINATION BY MR. McDONALD: 


Q. Now, Mr. Paul, in order that the Board 
might have a little better understanding of your experi- 
ence in the transportation field I think you are traffic 
manager for the Swift Canadian Company? 

As Yes, 

Q. And the operations of the Swift Canadian 
Company extend over all parts of Canada? . 

A. All over Canada. 

Q. The whole ten provinces? 

A. Yes, sir, from St. John's to Victoria, 

Q. And in your work for the Swift Canadian 
Company you are familiar with transportation,: yetlway 
and truck transportation from coast to coast? ra 

A. Yes, as it affects our business, anyway. 


Q. And would you agree with me that there is 


competition right through the ten provinces today? 
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A. Yesy 1 would*-say so. 


Q. Would you agree further that rates today 


are governed by competition? 

A. I would say generally that is a fair state- 
ment. 

Q. Would you also agree that service standards 
are governed by competition? 

A.» Yes, 

Q. So, therefore, we have your service standards 
of the carriers, the rates of the carriers today are 
governed by competition? 

ay «thay 28 Pig. 

Q, Would you go further and say that the 
railways and the trucks should be as free 2 possible 
from government regulation in their functions? 

A. Yes, we have said it subject to the 
modification I pointed out. 

Qe Well, can there be any discrimination 
with this competition, does not the competition itself 
remove any discrimination? 

A. Oh, not necessarily so, no. 

Q. If you have different forms of transportatiadn 
to choose from, does not that prevent any one of them 
from discriminating against the shipper? 

A. Well, there may be situations where 
meeting competition would involve discrimination. 

Q. You cannot have the same rates when you 
are dealing with competition, you cannot have the same 
rates all the way through in different parts of the 


country? 
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A. No, not at all. 

Q. So you are going to get rates that are 
unequal? 

A. Yes, 

Q. Then, in handling the products of the 
Swift Canadian Company, what percentage of them go 
by truck and what percentage by rail? 

A. I could not say. That would depend on 
the locality. That would take a4 considerable survey to 
decide and I could not answer it offhand. 

Q. And then take shipping to western 
Canada, if you are shipping to or from western Canada 
by rail, do your products travel under competitive 
rates? 

A. Some do, yes. 

Q. And some travel on commodity rates which 
are subject to the bridge subsidy? 

A, Yes, 

Q@. Then, coming back to the railways 
economizing, the railways are going to suggest to cshis 
Commission that the legislation be amended so that they 
will have greater freedom in abandoning unprofitable 
services. Would you go along with that principle? 

AY Yes. I.think, judging from recent 
judgments of the Board, I find the Board is pretty 
sympathetic in their judgments in that respect. 

Q. Well, we need a little more than sym- 
pathy, we have to get it down to principles. Would 
you go along with this principle that if the railways 


establish that, say, a passenger service is not paying 
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its way that the Board should grant the railway's 
request to abandon that service? 

A, Yes. 

Q. And furthermore, if you have a branch 
line that is not paying its way and the railways estab- 
lish it to the satisfaction of the Board, would you 
go along that the Board should grant the railway's 
application? 

A. Yes, and I think I qualify my answers 
to both these questions, providing the Board is satisfie 
that all due economies and other avenues have been 
exhausted, 

Q. Yes, that the railway is operating 
services as economically as possible? 

A. And efficiently, yes. 

Q. And as you know, the Board has its own 
technical staff and when the railway puts its figures 
in on an abandonment, they examine the whole picture 
on the ground? 

A. Yes. 

Q. But your national transportation policy, 
you do not envisage the government setting down a lot 
of rules and regulations covering these different forms 
of transport? 

A. No, we would like as many shackles removed 
as possible, 

Q,. With the different modes of transportation 
to compete with each other in respect to service 
standards and rates? 


A. Yes. 
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Q. You spoke about the railways going into 


the truck business and they might acquire a monopoly, 
is that not controlled by private trucking? 

A. Oh, yes, there is always a safeguard 
there. If your costs get beyond what a private operator 
can handle, for instance, Swift Canadian, if the rates 
get so high it would pay us to buy a fleet of trucks 
and do our own trucking. 

Q. If the rates get too high they would have 
to consider that? 

| A. Oh, yes. 

THE CHAIRMAN: Before we adjourn for lunch 
I want the Secretary to release to counsel the revised 
schedule of hearings for April, May and June. 

ROYAL COMMISSION ON TRANSPORTATION 


Revised Schedule of Hearings 
April, May, June 1960 


PLACE SUBMISSION BY DATE 


Ottawa Canadian Federation of Agriculture- April 25 
111 Sparks Street, Ottawa 
Witness: Mr. Hopper 


Canada and Dominion Sugar Co. Ltd. April 26 
. Chatham, Ontario 
Witness: Mr. M. W. Davidson, 
Mr. C,. Wilson 


¥ Dominion Steel and Coal Corporation 
Ltd., April 27 
Canada Cement Bldg., 
Phillips Square, Montreal, P.Q. 
Witness: . Mr, Rand Matheson 
Mr. A. L. Fairley, Jr. 


, Industrial & Trade Bureau of Greater 
Quebec, April 28 
100 Place d'Youville, Quebec 4, P.Q. 
Witness: Mr. D. Bertrand 
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TORONTO, ONTARIO 


PLACE SUBMISSION BY DATE 
Ottawa Canadian Trucking Associations April 28 
251 Bank Street, Ottawa April 29 


(Presentation of Brief) 
Witness: Mr. John A. D. Magee 
Mr. George Montague 


Canadian Trucking Associations May 2-May 
251 Bank Street, Ottawa 
(Cross-Examination) 


Cross-examination of Railways' May 9-May 13 
witnesses on cost study of grain 
traffic moving at statutory and 

related rates 


Port Lakehead Regional Cities and May 26 
Arthur Organizations 


Ottawa Governments of . Commencing 
British Columbia May 30 
(cross-examination Part I, 
Part II) 
Atlantic Provinces 
Manitoba 
Saskatchewan 
Alberta 
Ontario 
Quebec 


Grain Marketing Organizations 
(Order to be determined) 


Canadian Pacific Railway Co. 


Canadian National Railways 
(Order to be determined) 


THE CHAIRMAN: We will adjourn now until 


2 o'clock, 


----Luncheon adjournment. 


(Page 9927 follows) 
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TORONTO, ONTARIO 
(Sinclair ) 


---On resuming at 2.00 p.m. 


CROSS-EXAMINATION BY MR, SINCLAIR: 

Q. Mr. Paul, the members of the Canadian 
Manufacturers' Association and you, personally, are 
large purchasers of rail transportation; that is correct? 

A. I would say so, as a group; one of the 
largest. 

Qe The purchasing of this transportation is 
done, in many cases, including in your own company, 
yourself, by professional traffic men? 

A. Yes 

Q. And you, as an example, devote your full 
time to transportation matters in your company? 

A. Yes. 

Q. And you have done so for quite a number of 
years? 

A. VORP USiT. 

Q. How many years? 

A. Around forty in the transportation busi- 
ness, but as head of the transportation for my company, 
for seventeen years. 

Q. Mr, Paul, the present freight rate struc- 
ture enables the railways to have varying contributions 
above variable costs in the rates that are fixed; correct 

A. yes. 

Q. What is your position as to the continuance 
of that principle in the railway pricing? 


A. We think it is a sound principle, and to 
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~ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9928 


TORONTO, ONTARIO 


(Sinclair) 

1 

move the maximum amount of freight I would say that is 
j a necessity. 
: Q. There have been submissions to this Com- 
: mission that the present method of pricing railway 
‘ service as it is now carried on should not be continued, 
but that railway pricing should be cost orientated, or, 
‘ another way it was put was that cost of service rather 
- than value of service should be the basis of railway 
40 pricing: what is your view on that? 
1" A. Well, we would disagree with that. 
12 Q. Disagree with what? 
13 An That policy -- or, that principle of cost 
14 of service only being the factor to be considered in 
15 freight rates. 
16 Q. Would you or would you not also be against 
7 a policy that required a fixed relationship to cost, 
18 that no traffic, for instance, could be priced in the 
19 freight rate structure, say, less than so much of a 


percentage over variable cost -- nothing could be priced 
less than that, and nothing could be priced more than a 
certain percentage over fully distributed cost? Would 
you also be against that? 
fi yes, I don't think that system would be 
flexible enough to move the maximum volume of traffic. 
Q. Under the existing freight rate structure 
there are class rates, mileage commodity rates, specific 
commodity rates, competitive rates, agreed charges: 
do you think each of that type of rate has a useful 


place in a realistic freight rate structure? 
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A. Most definitely. 

Q. Mr. Paul, you deal with passenger service 
in your submission and also in the questions you have 
answered to Mr. Cumming and counsel for other interests 
-- the truckers and the provinces, I want to ask you 
a few questions on that, if I may, please, 

You suggested that passenger train service 
should stand on its own feet? 

A. yes. 

Q. And to enable this to be done, your sub- 
mission to this Commission means that the railways must 
have freedom to increase passenger rates in relation to 
the cost of providing the service; that would be one 
thing? 

A. Yes, that would be one factor, 

Q. And to experiment with different methods 
of pricing passenger service; that would be another 
method? 

As yes, 

Qe And if the railways were unable to secure 
patronage at prices that would allow passenger service 
to meet its variable cost, then your view is that the 
railways should be enabled to discontinue losing pas- 
senger services; correct? 

A’ yes, if that is the only alternative. 

You omitted some of the other things I brought out in 
that problem, 
Q. I think you put in, subject to the fact 


that the railways would resort to cutting costs on 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9930 
TORONTO, ONTARIO 
(Sinclair ) 


passenger service, and I take it you had in mind then the 
substitution of such matters as rail diesel cars instead 
of conventional trains? 

A. yes. 

Q. Did you have any other? 

A. No, I was just going to mention that 
I just noticed from the Ottawa Journal that Mr. Donald 
Gordon has been before the Commons Committee and is givin 
attention in conjunction with the C.P.R. to the matter of 


that very thing. 


Q. yes. Well, we have told the Commission, 
for instance, that where Canadian National were the 
dominant line, passengerwise, for instance, between 


Winnipeg and Saskatoon and Edmonton, that the Canadian 


Pacific applied for discontinuance of that passenger 
train service, and that was recently authorized by the 
Board of Transport Commissioners, and that train service 
will be coming off on the Canadian Pacific shortly. 
Is that one of the things you had in mind? 

A. yes, 

Q. And when the railways do these things, 


they may still find that it takes some time to do the 


necessary adjustments in rates, the adjustments in service, 
and securing the discontinuance of services, and in that 
period, while the railways do proceed at this in an 
orderly and businesslike way, why should not the freight 
rates be required, as they have in the past, to carry 

the passenger train loss? 


A. Well, without appearing to cross-examine 
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* ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex 9931 
TORONTO, ONTARIO (Sinolair) 

you, Mr. Sinclair, I would answer it by putting a ques- 

tion to you, and the Commission as well, with all respect 

why should the freight payers shoulder the deficits for 

the passenger service, or why should the ratepayers of 

Canada shoulder the deficits of the passenger services? 

Q. Well, you have asked me two questions, and 
let us deal with the first one, and that is: why should 
freight payers carry the passenger loss? That 1s your 
first question? 

A. yes, 

Q. And in answer to that, Mr, Paul, I am 
going to read from a Judgment of the Board of Transport 
Commissioners, because I thought somebody like you might 
ask me a question like that, and I have had this ready 
for some time, This is the Commissioner Cross Judgment 
of March 30, 1948. I am reading from page 41 of 
38 J/O.R, & R.,; and it can also be found in 62 C.R.T.C. 
-- page 41 of each of those reports. It says this: 

"It is generally recognized that freight 

services are relatively more profitable than 

passenger services. The rates of both classes 

of service are subject to regulation under the 

Railway Act. The freight and passenger ser- 

vices are both essential to the respondent... ." 
And the respondents in this case were the provinces, 
and the numerous shipping interests that appear in this 
case, and they are listed, and there is practically 
every type of shipper listed. 


THE CHAIRMAN: Including the CMA, I think. 
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ANGUS. STONEHOUSE & CO. LTD. Paul, cr-ex 9932 
TORONTO, ONTARIO (Sinclair) 

"The freight and passenger services are both 
essential to the respondents and to the public 
in general. The rallways are required to 
furnish both services. They are interrelated, 
and revenue losses or deficits on the one must 
necessarily be compensated by earnings on the 
other if the railway carriers are to continue 
to operate. I am unable to agree with the 
submission made here that we can authorize no 
increase in freight rates if such increase 
to some degree be necessary to correct 
deficiencies in aggregate earnings growing 
out of the inability of the passenger service 
to meet its full share of the revenue burden," 

MR. SINCLAIR: Q. Mr. Paul, that was a 
statement of the Board after considering a submission 
in 1948 similar to the submission you made now. ig 
it your view that the situation has markedly changed 
since 1948, and that is, that while in 1947, when this 
matter was being considered, that the railway passenger 
service at that time was essential to the respondents 
and the public in general, now is it your view that 
because of the very rapid increase in private motor 
travel, in bus travel and in aircraft travel that that 
changes the situation; is that your position? 

A. Yes, I would say so, and with these other 
services there are very few passenger services now that 
are exclusively rail. I mean, there are other modes 


now of transportation. 
(Page 9937 follows) 
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~ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex, 9937 
TORONTO, ONTARIO (Sine lair ) 


Q. Yes. Well, then, Mr. Paul, if that is 
your position, that since in the last few years, we 
will .say the last five or six, there has been a 
marked change in the requirements for rail passenger 
service that a few years earlier was not so, why should 
the railways, when they are making this transition, 
be denied the right to make it in an orderly manner 
and to have the interrelation that existed when they 
pought third class passenger equipment and things of 
that nature recognized until a reasonable time passed. 

A. Weil, I am all foe an ondeniy transition, 
Mr. Sinclair, and I wouldn't object to the freight 
contributing on a temporary basis until the matter is 
adjusted. 

| | Q. Now, Mr. Paul, you said that there might 
be local interests, local public interests, that would 
Me duire &@ passenger service or might want a passenger 
service, and if they did and it couldn't make money, 
meet its variable costs, then that local interest should 
be required to pay for. it. That would be, I think you 
said, municipal or provincial; that would be what I 
mean by local; is that correct? 

A. That is if they demand a service that -- 

Q. Not paying its way? “i 

A. Yes. 

Q. They should pay for it by guaranteeing 
the railways against loss; is that what you had in mind? 

A. Underwriting the deficit. 

Q. And then you said there might be“& situ- 


ation where passenger service was required for national 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex, 9938 
TORONTO, ONTARIO (Sine iair ) 


defence, and under those circumstances you would look 
then to the federal treasury, because national defence 
is a national interest? 

A, It is a federal obligation, yes. 

Q. That wouldn't be subsidy, would it? 

That would be the railways billing the Department of 
National Defence just the same as they would today? 

A. Well, I would say so, yes. I wouldn't 
consider it as a subsidy. 

Q. So if, for instance, in the interests 
of national defence it was necessary to keep available 
for emergency passenger equipment, mothballed, as it is 
known, the cost of doing that would be a cost which 
the railways would bill to the Department of National 
Defence? 

A. I would say that is reasonable. 

Q. And that is what you had in mind when 
you gave your evidence about that, was it? 

A. Yes, 

Q@. Now, in regard to this issue of branch 
lines, I think - and you can correct me if I am not 
properly stating your evidence, because I want to be 
sure that this is right - you said that you were against 
any subsidy for branch lines? 

AX Yes, 

Q. Now, then, I think you later said branch 
line deficits should be taken out of the freight rate 
structure. Now, that is my note, and I think that was 
in answer to Mr. Mauro. Is that note of mine correct, 


that you felt that branch line deficits should be taken 
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* ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex, 9939 
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out of the freight rate structure? 

A. No, I would say that the position of 
our association is that every incentive possible should 
be used by the railways in avoiding deficits on branch 
lines, but if there is no other alternative service 
available and it is necessary to continue operation of 
that branch line, then in that event I would say that 
it would be satisfactory for the general freight rate 
structure to pay the deficit. The reasoning behind that 
is that a lot of branch lines, even although in themselve 
they create a deficit, they contribute freight towards 
the main line traffic. 

Q. I think that certainly clears that matter 
up, and that is different to my notes, and I think, 

Mr. Chairman, I may have taken the note down wrongly. 

But, in any event, that is your considered 
view onthis matter, is it, this question of the branch 
lines? 

A. I would say so, yes. 

Q. Now, on this matter of subsidies generally 
- this was one other area on which there were a number 
of questions put to you and also it was dealt with in 
your submission - your position on subsidies is this, 
that they should not affect the freight rate structure? 

A. Yes. 

Q. In other words, you take the position that 
all freight rates should have a reasonable relationship 
to the freight rate structure? 

A. Yes. 

Q. And the only time that you would pay 
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assistance through freight rates would be where, to 
follow in the other method, it would cause undue ex- 
pense; would that be it? 

A, Yes, or any other impediments that 
wouldn't make it possible to pay direct, 

Q. That is administratively? 

A. Yes, 

Q. I think your brief said administrative 
complexity? 

A, Yes. 

Q. And one of those administrative complex- 
ities would be where there was a large number of in- 
dividual shippers involved. Would that be one? 

A. Not necessarily. 

Q. For instance, the Maritime Freight Rates 
Act may be in your view wrong in principle because of 
éhe changing situation. I think you mentioned this 
morning that it was related to excessive railway 
mileage, and I think you and I may very well agree on 
this matter, Mr. Paul. But there could be substantial 
administrative complexities relating to transportation 
assistance other than through freight rates. 

A, I haven't studied all the necessary 
complexities that are involved in paying subsidies, 
but, generally speaking, I would take the position that 
persons or localities who are favoured with subsidies 
should submit some kind of claim or evidence of their 
right to the subsidy. In other words, instead of it 
all going through the freight rate structure that it be 
paid direct to the shippers and receivers who paid the 
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freight. 

Q. It would mean that someone would have 
to determine this conundrum as to who pays the freight. 

A. I would respectfully suggest that the 
receipted freight bill would be evidence that they paid 
the freight. 

Q. Do you think that a receipted freight 
bill is evidence of who bears the impact of all freight 
cost? 

| A. For the sake of subsidy, I would say so, 
yes. 

Q. For instance, then, there would be no 
prepaid shipments of freight? 

A. Yes. 

Q. Then would you make all shipments moved 
out of the maritime provinces prepaid? 

A, Not necessarily. It is the same principle 
as the feed subsidy is paid honnrts is on the basis of 
freight bills. 

Q. In that case it is the receiver who 
presents the claim in every case, isn't it? 

| A. As I say, I haven't studied all the com- 
plexities, but I am quite sure that a subsidy could be 
administered somewhere along that line. 

Q. Isn't this your position, that what you 
are saying is that if it is really for regional 
assistance and not merely related to transportation 
Solely, then the freight rate structure shouldn't be 
used as the vehicle? 


A. Yes, 
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Q. But if the assistance, for instance, is 


to be given to the people on behalf of their transport- 


ation costs, then the freight rate structure can be 


used for the vehicle if that is the convenient way, 
to do it? 

A. I wouldn't put it in the category of 
convenience, Mr. Sinclair. I would say that we should 
avoid altogether the payment of subsidy through the 
freight rate structure. 

Q. Let me give you the example of grain 
moving to export positions, and assume with me that the 
existing rates don't allow this traffic to bear a 
proper position in relation to the balance of the freight 
rate structure, as you have agreed the freight traffic 


should do - and I recall to you that the movement of 


grain to export positions py the railroads is subject to 


& number of special conditions, for instance, that the 
railways can be compelled by law, are compelled by 

law and under order of the Board to make facilities 
available and give priorities to grain movements; there 
is a provision in the Railway Act for that. You know 
that? 

A. No, I am not too familiar with that. 

Q@. You know that there are special provisions 
in regard to loading and unloading grain, different 
than other traffic. Are you familiar with that one? 

¢ ” Kes. 


A 
Q. Sometimes known as demurrage? 
A. Yes, 

Q 


, Now, there is also special provision 
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applicable to the movement of grain in regard to the 
way cars are made available and when they are made 
available and where they are made available, You know 
that ?. 

7 A... Yes. 

@. Now, in the light of that, how, Mr. Paul, 
could any assistance for the transportation of grain 
to export positions be given, for instance, to truckers, 
as you suggested it might be, if they undertake the 
same obligations as the railways, I think you said? 

A. Yes. 

Q. But if they were physically unable to 
take the same. obligations as the railways -- 

| MR. HUME: They wouldn't get the business. 

MR. SINCLAIR: Mr. Hume, I must say that the 
truckers associations are going to be heard later, and 
I am not going to cross-examine you. 

Q. Now, my question to you was this: How, 
in the light of the special requirements of this grain 
movement and the special obligations, could this 
transportation assistance that we have been talking 
about for the movement of export grain be extended to 
trucks? 

A. If it was a direct payment gubsidy, I 
couldn't see any difficulty there. 

Q. Let me ask you this. How would they 
be able to require trucks to remain at Fort William, 
for instance, for extended periods of time awaiting 
unloading? 


A, Well, now, this is a different subject. 
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I thought we were talking about how subsidies could 

be taken away out of the freight rate structure and 
dealt with separately. In that respect I claim that 

it can be handled by trucks as well as by rail. But 

the actual handling of grain is a different sgbject) 

and I readily agree there are certain difficulties with 
respect to truck handling, and, an “Hy Opinion, Lao 

not think they could meet the obligations of the railway 


with respect to the actual handling. 
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Q. And for instance, Mr. Paul, this require- 
ment to make facilities available and giving priority 
movements to grain, which is a normal part of the grain 
movement -- that could not be applied to truck trans- 
port? 

A. Well, I would not like to give a definite 
"no" to that, Mr. Sinclair, It may be possible. We 
have got bulk carriers now by truck that might be able 
to participate. I do not know, 

Q. Do you know how many box cars are required 
to move the western Canadian grain crop to export 
positions? 

A. No, but I imagine it is substantial and 
I do not think, if you are coming to the question of 
the trucks handling all the grain business, that that 
is possible. 

Q. No, I am not coming to that question, 
if that was a question directed to me. What I am 
asking you as an experienced transportation man is this. 
If the railways, and if the movement of grain to export 
positions require obligations as to giving it priority 
and to maintaining facilities enough to carry this 
tremendous amount of traffic, I am asking you as an 
experienced transportation man to tell the Commission 
how you think that type of traffic could be handled 
by trucks? ) 

A. Well, I think it is possible, Mr. Sinclair, 
that a portion of it could be handled by trucks. I 
do not say that the whole amount of traffic could. 

Q. If the railways were relieved of their 


(Telcom .M ,sidisesecg ai Ft AntAe I ~hEeW LA 


-sxhupet atid Lust mt ,somedunt sod bad Pee, Gee 
yitvoing gotvin baa efdslieva aotdillost lem of ot 

oberg adit lo Jisq fenton s at dstdw ~otesg 08 89n 
-anasvs xXourd of betfqqs sd doa bilwos Jad? == 0a 


dso 

stiatioh s svig od eiff tom Sivow I ~LieW “cA Les 
ev .ofdtseog sd yau di .tielonle «at Jan? of " oe! 
afds od tdatm ¢sdt cloud yd wod ecelutss ciled gem Oral) 
.wout ton ob I .odagbohdtaq ag 

banluper OTB etsas xod yram wor worl voy of «2 
lmogxe of gote abéwe csibensd oreteew odd svos oF 
fanolsleog 

bis letingdadua et gi sutisat tT gud ,on «A 
®o nottesup sit of animoo o26 poy bE <abdct Jor ob & 
ged¢y tadd .seenteud alswm oat Lle yotlbaed elowuad sae 
,eldiesog al 

~noivestp Jedd of aaimteoo von me I ,.on .— 

ns I gadW .em ot betoetl® aolveesp & esW Jans Ge 

eiat aL asm nolvecnoqsasat becnaiaeaxs me 66 voy sa Sige 
Srocrre of nism Io teemevom odd TE Bas ,eyewiiar edd Te 
yJitoloq 2 anivin of as eflokgasiide eitupes anoltleog 
sidd yt2se of Anyeds eetvklsos® aningsduten oF Bae 

86 @6 NOV aables as I .obtisa? Yo sao evobrenctll 
woleeinno., atv (fisec o2 nam netvstvogenend beonetieqee 
elhnac 30 Ofiroo oFttes? to say taait Anid? voy wom) 
Saxours YP 


f .a4out) yo belbasn ed hives Jf Jo aotdiog 6 Jame 
.Ofyo5 oLllag lo gnvawe ekodw ond cad? yse dod oF 


vlenit Io bavetiesn otew- syewlltes oft UW 2 


ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex. 9946 
TORONTO, ONTARIO (Sine lair ) 


2 special obligations in regard to grain, that would have 


3 to be applied first, would it not? 


4 A. I would say that as a condition 
5 the trucks would have to submit to the same conditions 
as the rails in the handling of the traffic. 

j Q. Or another way of putting it is that the 

q railways would be relieved of those special conditions 

: that are applied to them, would it not? 

9 A. I would not go so far as to say that. 

10 MR. SINCLAIR: I wonder whether Mr. Mauro 

ii also wants me to cross-examine either now or later 

12 == 

13 MR, MAURO: I enjoy this much more, 

14 MR. SINCLAIR: Q. As an experienced trans- 

15 portation man, would it be your position that the railways 
| be relieved of these special obligations in regard to 

? the handling of grain? 

17 


A. No, I would not say so. These special 
18 regulations may be necessary in the handling of the 
19 grain, but I would say that, if the truckers want 
20 to participate in it, they will have to meet the 


m1 same conditions. 


22 Q. And that would include free time at 
ri terminals, having avpilable equipment and all these 

matters? 
— - 

A. Whatever. is involved in the movement 

25 

of the grain. 
26 


COMMISSIONER GOBEIL: Do you mean to say, 
27 Mr. Paul, that in the case of grain,if a subsidy 


28| the way you want it was given to the farmer instead 
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2] of to the railways, you say the railways would still 
3 have to carry the grain at statutory rates, even if 


4 a subsidy is given to the farmer? 


5 THE WITNESS: These questions have all 
6 been based on the fact that a subsidy is going to 

be paid. That is not our position with respect to 
: the matter but, assuming that, we would say so,. that 
: the subsidy should be paid direct to the farmer or to 
9 


the Wheat Board or whatever agency would be most con- 
10] yenient to distribute the subsidy. 
ii COMMISSIONER GOBEBIL: And still the railway 


12 become eligible to carry that -- 


13 MR. MAURO: No, no, 
14 MR. SINCLAIR : I do not know why my friend 
és wants to answer the question the Commissioner put to 
the witness. 
16 
MR. MAURO: It is all right. 
4 MR, SINCLAIR: I do not think it is all 
18 right. Let Mr. Paul answer it. 
19 THE CHAIRMAN: Mr. Paul will answer the 


20 question. 
21 THE WITNESS: Well, the subsidy that I am 
22 talking about, sir, is the difference between the 


compensatory rates, when they are set, and the present 


23 a 
Crow's Nest rates. We are supposing that that would 
24 
be the amount that would be subsidized, 
25 


MR, SINCLAIR: Well, I think that what the 
26 learned Commissioner is putting to you, Mr. Paul, is 
27) this. 

28 MR. MAURO: Is the learned counsel telling 
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the witness what the learned Commissioner is putting 
to Mr. Paul? The learned Commissioner can tell Mr. Paul 
himself. . 

MR. SINCLAIR: Q. If I am misstating any- 
thing, Mr. Paul, I am quite sure the learned Commissioner 
Will correct me. What I suggest to you arises out of 
the learned Commissioner's question to you is this. If 
you said to the railways, "You must have a continuing 
responsibility to handle grain, and the charge that 
is to be made to the farmer is as it exists today, and 
any difference between that and a just and reasonable 
rate is to be collected from some agency such as the 
Wheat Board," then I suggest to you that the railways 
would have to apply to someone, based on each of the 
Shipments made --- is that correct -- because the 
Pavemroare nov.call-thersame?«) Li wouldi:have to be done 
on each shipment? 

A. Perhaps I am not too clear on your proposal 
sir, but my view in respect to that movement is that 
when a reasonable compensatory rate is established by 
the Board that will. be the rate that will be charged 
and collected by the railways. 

Qs swirsee ¢ 

A. And then the difference between that rate 
and the piéédne rates would be paid by the federal 
treasury and distributed to the farmers through the 
Wheat Board or some agency that would pay the subsidy 
direct to whoever should get the benefit of it. 

Q@. And if that were so, how were, you going to 


fix -- and this was going to be traffic in which the 
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railways and trucks would share the business -- how 
would you fix the truck rates? For instance, as you 
know, grain now moves either eastbound or westbound -- 

MR. MAURO: Churchill. 

MR. SINCLAIR: Q. -- Churchill or Prince 
Rupert -- and the rates are all fixed. Would you require 
truck rates’ then to be regulated for the movement of 
grain? 

A. I do not see tne difficulty there. I 
suppose that if the truckers want to participate in 
this business they will have to do so at the established 
rates, 

Q. And they would then be compelled to move 
it at the rates that might be —— by the Board of 
Transport Ven PePTGee a: for instance, as a just and 
reasonable rate for the movement of grain? 

A. The subsidy would be paid, I would say, 
on the basis of the rail rates. 

THE CHAIRMAN: I think that in fairness to 
Mr. Paul I should point out that he has not tried to 
think through this whole problem. 

THE WITNESS: No, I have not, but I am just 
basing my answers, sir, on the wide -- 

THE CHAIRMAN: You have not given attention 
to the details? 

THE WITNESS: That if the trucks want to 
participate in the business they have to meet the same 
conditions as the railroads. 

MR. SNCLAIR: Q. And charge the same rates? 


A. They would not get the business if they 
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ANGUS, STONEHOUSE & CO. LTD. Paul, cr-ex. 9950 


TORONTO, ONTARIO (Sine lair ) 
2 charged more. 
3 Q. And they would have to carry both short 


4 haul and long haul traffic? 


5 A, Conditions all similar. 
Q. All similar? 
? THE CHAIRMAN: They would have to compete? 
: THE WITNESS: Yes, sir. 
8 


MR, SINCLAIR: I think you may be quite right, 
9 Mr. Chairman, and in view of the fact that the truckers 
10 are coming here and I think their counsel or some other 
11 witness will be available, they will ask the same 


12 questions. 


THE CHAIRMAN: You will have lots of 


13 

opportunity. 
14 

MR. SINCLAIR: Q. Mr. Paul, the railways now, 

15 ||: | . 

for instance, in British Columbia ,perate -- and the 
16 

Canadian Pacific has had in operation for some months -- 
17 


a fully integrated merchandise service by rail and. 
18] rate with one pickup truck and matters of that kind. 


19 You are familiar with that service? 


20 A. Yes. 
1 Q. Are you in favour of that type of operation} 
22 A. Yes. 

Q. And your statement that the railways should 
4 have freedom to introduce new services and to experiment 
a with new services would encompass that type of service, 
25 a fully integrated service? 
26 haw Yess 
B Q. Is your asS8iciation and are you personally, 


28 based on your experience, in favour of piggyback? 
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TORONTO. ONTARIO (Sine lair ) 

1 
2 A. Yes. 
3 Q. By both all-railway equipment and also 
4 common carrier equipment? 

Ay Yes, 
5 

Q. I have one note here, Mr. Paul, and I 
: do not know whether this arose out of your cross- 
: examination, but I rather think that it did. Asa 
8 traffic man, is it of assistance to know what the 
9 transportation charges are before you make the shipments? 
10 A, That is an unnecessary question to me, 
i1 sir. 
12 THE CHAIRMAN: It answers itself, 
13 MR. SINCLAIR: Q. Are you, therefore, in 
14 favour, Mr.» Pauly of having tariffs pealeu to cover all 

transportation services? 

6 A. If I may qualify that, I.would say, all 
46 transportation services interprovincially. 
17 Q. Interprovincially? 
18 Ag Xess 
19 Q. Well, why is it not necessary to know 


99 What the charges are before you make the shipment intra- 


21 provincially? 
2 A. We do know what the rate will be before 
we make an intraprovincial shipment. 
. Q. What if the receiver is the man that pays 
a the charges? How does he know? 
25 


A. I do not know whether he knows or not. I 
26) cannot answer for him. 
27 Q. Don't you think he should have the ability 


28 || to know? 
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A. It depends on whether he pays the freight 
or whether the freight is prepaid. 

Q. You say you are in favour of having all 
media of transport publish and file tariffs inter- 
provincially? . 

A. Yes. 

Q. So that would mean the railways on intra- 
provincial rates would aay hae to file tariffs covering 
those? 

AY» did not go that far. 

Q. Will you go that far now that I have 
put it to you.and drawn it to your attention? 

A. No, I would not. 

Q. Then your earlier statement that you 
only wanted tariffs Filed interprovincially -- «<.do you 
now say you want tariffs filed both inter and intraprov- 
incially? 

A, Not intraprovincially, with respect to 
trucks, 

Q. But you would still want them filed intra- 
provincially with respect to rail? 

A. Yes. In fact, there is no choice, as 
you well know, Mr. Sinclair. 

Q. Well, that is the law as it exists today, 
but the law is a wheeeinas living thing. 

Neon LOS. 

Q. Except in one section of the Railway 
Act, that is, section 328, subsections 6 and 7, for the 
information of the Board. 


A. I would say that the answer still is no. 
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Q. What are the reasons, for the assistance 
of the Commission, why you think intraprovincial 
tariffs on railways should be filed but they should 
not be filed for intraprovincial trucking? 

As WOll, Bits of] intraprovincial truck 
shipments the truckers actually publish tariffs and 
distribute them to shippers. While they are not filed, 
the shippers know the rate and a number of reasons 
that our organization, along with others, oppose the 
filing and regulation of tariffs on intraprovincial 
shipments is that there are so many operators that 
would have to file the tariffs that it would be a 
very large administrative job to even find room to 
hold all the files and to administer them or police 
them. 

Q. Mr.Paul, could they not use the agency 
system of tariff publication? 

A. It is possible. 

Q. And it would solve any administrative 
problems? 

A. No, that would not solve all the problems 
either, 

Q. What you are concerned about is the 
policing of 10, isn't it? 

A. No, the probiems in filing them and I 
might add for the information of the Commission that 
the Ontario division of our organization made represen- 
tations to the Department’ of Highways of Ontario in 
which all of these reasons are outlined, and to save 


time here if it is your wish, we would be pleased to 
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send a copy of that submission. 

THE CHAIRMAN: We would be glad to have it, 

MR. SINCLAIR: Q. Now, Mr. Paul, I take it 
it is your position and the position of your association 
that interprovincial truck tariffs should be filed and 
presumably that would also entail a penalty for 
non-compliance, would it, the same as the railways, 
non-compliance with published rates? 

A. Yes, I would go along with that that the 
published tariff rates would have to be adhered to. 

Q. Yes, and would you also cover in that, 
and I presume you would, just to make it clear, both 
tariff rates and contract rates just like the railways? 

A. Yes. 

Q. I think that is all I have, Mr. Chairman, 
unless there is some area that the Commission wishes 
me to follow up. 

THE CHAIRMAN: Thank you, Mr. Sinclair. 

MR. SINCLAIR: I do wish to thank Mr. Paul 
on behalf of Canadian Pacific for coming here and 
assisting us in clarifying some issues that seemed to 
require clarification from him. 

MR. HUME: I wonder, Mr. Chairman, if when 
Mr. Paul sends a copy to the Commission that he might 


include myself and any other counsel. 


THE WITNESS: We will do so. 

THE CHAIRMAN: If he could send a copy to 
Mr. Hume and Mr. Mauro. 

MR. SINCLAIR: I would suggest anyone who, 


wants to should write to Mr. Treloar.. 
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THE CHAIRMAN: All right, that will be fine. 
BY COMMISSIONER BALCH: 


O20 Nix. Soe at page 5 of your brief you 
have a quotation and there is a preceding sentence 
that says this: 

"It also commends for inclusion in an investigation 
by a committee of congress the following areas of 
inquiry." 

Has the Canadian Manufacturers! Association 
any reason to believe that labour-management relations 
in the Canadian railway industry is any worse than 
any other Canadian industry? 

AS No, sir, there is no inference there, 

I hope there is not because that is not our position. 

Q. Well, later on in the same quotation 
you say 

"ancluding a review and revision of working rules". 
Has the C. M. A. made any study of the form of working 
rules? 

Avot Hog vsir . 

Q. In other words, you are merely accepting 
the suggestion of the United States committee? 

A. Yes, we are assuming that so far as 
passenger deficits are concerned that we in Canada are 
faced with a parallel situation as that in the United 
States. These recommendations having been made in the 
United States, we think a similar investigation should 
be made in Canada. | 


Q. You did not go into it closely because I 
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“ ANGUS, STONEHOUSE & CO. LTD. Paul 9958 
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noticed on the bottom part of that it mentions "other 
phases of labour-management relations", "We believe 
that the investigation should not be limited to the 
narrow issues of the working rules but should cover 
other phases of the labour-management relations." 

You have just quoted? 

A. That is right, that is a direct quotation 
and I have marked mine as a direct quotation. 

Q. It is marked on here too but I wonder if 
the ©. M. A. made any investigation to see if the 
conditions existing in the United States are also the 
same in Canada? 

A. No, we were looking at it from the 


general standpoint of the passenger deficit situation. 
BY COMMISSIONER GOBEIL: 


Q.. You.told Mr. Sinclair that you did not 
have any objection to piggyback transportation. 

Mr. McDonald also asked you if you were afraid of a 
monopoly and you said you were not afraid of a monopoly 
but I did not get if it was in connection with piggyback 
transportation. If the railways will give any straight 
truck transportation, do you think there would be a 
danger of monopoly? 

A, _CNopeLede not thinktsos: .Ourspositionein 
respect to that matter is that the railways should 
adopt all methods of transportation that is going to 
reduce the cost of the transportation service. It 
might be piggyback or containers or other methods. 


There have been a lot of new techniques introduced in 
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2] the transportation over the past few years and we 

3 are in favour of all these new techniques that are 

4 going to reduce the over-all cost of transportation. 

5 Q@. And you do not think there is any danger 


that that might control the truck transport?. 


A. No. 
7 
COMMISSIONER GOBEIL: Thank you. 
8 
9 BY COMMISSIONER MANN: 
10 Q. I suppose you took these questions from 


ii the committee of congress or did you take these partly 
12 because it is the view of your association that any- 


13 thing that has been there for a long time should be 


9 

14 looked at? 

15 A. Is that with respect to the passenger -- 
Q. The two paragraphs you quoted from the 

16 

committee of congress investigation? 

17 
Be <5. 

18 


Q. And that is quite consistent with what 
19 you say about subsidies, 1s it not, it has been there 
20 for some time and it should be looked at. You are 

1 not saying it should be abolished, you are saying it 


‘Should be looked at? 


22 
A. No, we are saying that there should be 
. an investigation made similar to these recommendations. 
ze Q. Yes, because it has been there a long 
= time you feel it should be investigated? 
26 A. Yes, if there is a possibility of elimin- 


27| ating passenger deficits we should be looking into 


28 that problem. 
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Q. Because conditions and circumstances 
may have changed? 

A. x*es. 

Q. And that is the same with the subsidies, 
the maritime freight rates, etc., conditions have changed 
and you want to investigate them? 

A, ES, 

Q. And you feel the same way about the 
tariff structure of Canada also, of course? 

A, Yes, but that is outside of my jurisdiction. 

Q. But it would be the same principle, it 
has been there for a long time and you want it looked 
at? 
| An © Yes. 

Q. Now, on page 3 of your brief there is 
a phrase there that I wondered about. You say there, 
starting at the bottom of page 2: 

"It is conceivable that when some of the existing 
transportation subsidies were introduced, rail 
transportation represented a semi-monopoly service 
and freight rates were correctly considered to be 
the most appropriate and convenient means of 
distributing such economic aid." 

Now, I do not think we can establish a 
definition of what a semi-monopoly is in the course 
of this discussion, but supposing it was found, such 
a etAniddon was found and it were then apparent that 
the railways on certain traffic under certain 
conditions still have a semi-monopoly, would then 


the distribution of economic aid by subsidies still be 
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correctly considered to be the most appropriate and 
convenient means? 

A, I would say no to that, sir. 

Q. In other words, circumstances have 
changed? 

Asi Yes. 

Q. It is quite apart from the question of 
semi-monopoly? 

A.) Les. 

Q. That the context of modern business is 
different and you must look at it differently, not 
in the historical sense? 

A. That is right, and there is also the 
other matter that I brought up previously. I think that 
by trying these subsidies under the freight rate 
structure you cause in equities in the other areas which 
the freight rate structure should not have. 

Q. So you see what it comes down to just so 
we can look at this brief in the light of your evidence 
Now, subsidies at no time in Canada, if they were tied 
to the freight rate structure, were correct whether 
or not semi-monopoly existed? 

A. I would say that would be our position 
With respect to the freight rate structure. 

Q@. Yes, I realize you have to look at it 
retrospectively but in the wisdom of the times it was 
considered appropriate but in retrospect you now say 
that semi-monopoly or no semi-monopoly, these subsidies 
are at no time if they do something to the freight rate 


structure, that is your general position? 
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A. Yes, and if I might give you an example 
-- under the Maritime Freight Rates Act, for instance, 
the class rates from Saint John to central Canada here 
to Windsor, the first class rate from Saint John is 
$3.78. That is under the operation of Maritime Freight 
Rates Act, but you go to a place like Quebec City 
which you might say is intermediate, and the class 100 


rate from Quebec City to Windsor 18. $4.25, 


(Page 9965 follows) 


ee 


(sean es 


eiqmexns te voy, ovig degima I tt dae 4eek oA 
“ot .3QA esdeh tcdelevd amid iteM eft, tebayoe 


Payees sae sa BS 
1a) “sttngo of afet tmteb mot? sevet eaalo eae 

ntiiok tal82 gov? asjea-eeslo tort? edt [resbale od 

ms on. icf to dofzenedo si?’ Veo et tsaT .8y.e8 
‘fh nedauQ atkf eustic 5 of op uy deg>,9ok Bete 
stethoaw aint st gan ongle voy Aokeay 


- t et yoabarw og ‘) osdeu) mort siae 


* ANGUS, STONEHOUSE & Co. LTD. Paul 9965 
TORONTO. ONTARIO (Mann ) 

Q. Have you got the class rate from Levis? 

A. It would be the same as Quebec, I would 
say. 

Q. Would it? 

A. I am pretty sure. Yes, From Victoria- 
ville and Sherbrooke the rate is $3.92. So, that is 
what I mean, where you have inequities there caused 
directly by the application of a subsidy being related 
to the freight rate structure, 

Q. And that would be in violation of the 
short haul long haul principle? 

A. Yes ,~it\1isy 

Q. And that was recognized when the Maritime 
Freight Rates Act was promulgated by statutory provision 
in the Act? 

As Yes, 


Q. You have been questioned by so many 


learned counsel, and you said in discussion with one of 


them that each transportation agency should pay its way. 


My question to you is this, If it can be shown that 
a given transportation agency -- and I haven't any 
one particular in mind at the moment -- does not pay 
its way, what do we do? 

A. In respect of a freight service? 

Q. Yes, let us take freight service: supposing 
a given transportation agency --and without implying tha 
trucks do not pay their way, let us assume that an 
authoritative investigation showed beyond all shadow 


of doubt that trucks do not pay their way, what do we do 
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then in the light of the principle that you adhere to, 
that every transportation agency should pay its way? 

A. That would not alter our policy. We 
say, if they are not paying, then they should. 

Qi. Toney should be made to pay? 

A. Yeo, sir. 

Q. Would you then advocate user charges, for 
instance, for highway users by way of an increase in 
the gasoline tax or ton mile charges or axle charges? 

A. I would say, as far as we are concerned, 


the same policy should carry all the way through. 


Qe You would want user charges to bring them 
up to the point where they do pay their way? 

A. The people that use the services should 
pay the cost, 

Q. Looking at steamships, for instance, 
when the St. Lawrence Seaway was opened the federal 
government, in conjunction with the United States 
government, decided to impose user charges by way of 
tolls for the users of the St. Lawrence Seaway, and 
that would be along the lines of what you have in mind? 

Ay Yes, sir. 

Q. And the same thing would hold true of 
canals such as the Welland Canal? 

A. Yea 

Q. The users of the Welland Canal should 
pay tolls? 

A. yes, under certain modifications: and 


there has been quite a discussion on that very subject 
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with respect to the Welland Canal, 

Q. I understand that, 

Ary In which our Association took the position 
that with respect to certain traffic there should still 
be free tolls on that particular traffic. 

Qe Yes? 

A. The traffic I refer to is traffic from 
Lake Erie up to Lake Ontario which has moved, ever 
since there were canals, toll free, and in which the 
Welland Canal, although it has been deepened and so on, 
does not contribute any advantage to that type of 
traffic. With respect to that particular traffic, 
we advocated that it should still be toll free, 

Qo I think that is a perfectly logical posi- 

_ tion, but if every transportation agency should pay 
its way, then the provision of free canals to any user 
anywhere in Canada would violate that principle, wouldn't 
it? 

A. yes. 

Qe So, while your Association was quite right 
in taking the argument it did, with regard to certain 
traffic we have in mind on the Welland Canal, that was 
independent of this general principle that users of 
facilities should pay for the use thereof? 

A. Yes, 

Q. The same thing, I suppose, would be true 
’or air lines who have provided for them, out of the 
public treasury, airways, radar and airports. if as 


were shown, for instance, that an air line using a certain 
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airport was not contributing enough to the maintenance 

of that airport, the landing fees, for instance, for 

that line might be increased so that it would pay its 

own way? 

A. Yes, 

Qe I wonder whether there are any conditions 
under which transportation may be regarded as an instru- 
ment of national policy? I don't know whether you have 
addressed your mind to that at all? If you have not, 
let us not pursue that. 

A. I can see there may be circumstances 
under which that question would be applicable. 

Qe For instance, when we look at the north 
today, if it were desirable to provide a network of 
transportation facilities for the north, the north at 
the moment could not pay its own way, but it was impor- 
tant for the national interest, would you think it 
would be quite defensible to use transportation as an 
instrument of national policy for northern development? 

A. As an instrument of national policy I 
may go along with that, providing that all of the circum- 
stances and facts have proved that that was a public 
necessity. 

Q. Oh, yes, after most thorough investigation. 
When you had your discussion with Mr. Sinclair, Mr. 
Sinclair suggested to you that with regard to passenger 
services, where it could be shown that Canadian National 
was the dominant passenger line in any particular area, 


they should do the service and the C.P.R. should bow 


fen" 
(rare? 


| senaivetntam ed? of 
| } ,sonadgdtl For ,eee: 
. 
Bvt YAW Patoy fan? 
Sd 'a ta 44 UP? ; \ 
i 2 ’ F 
if 1 
a Be 3 ’ 
xi 
4 
of - 
| 
t { 
rs Fs : , 
: - j 
} 
wod Of0ude erty 


puagerant sd tdeial, oadl vad? 


+ mguoce sidedintnes ton san S90 


atthe eft (trogrts tant De: 


oysw awe 


eay A 
aierie J .o 
" SoLtetvegeneat? dolow Seba 
“ laco sa Io wen 
bole “voy beseerbSe 
tery @ueiug don ay dee 
4 » J A 
f nado dolioaw yebam 
ak me 
ew 22 22 ,.yebod 
&iv e iolListroqgsintg 
for bives daesom oa 
lian sdd two} Jag 
eiivo sd bIMOw 
: i lo taemuxtent 
® r A 
ancis Oo Ua 
Vi baa avonaae 
.Vilsesom 
~h 
oy OB HOY wou 
‘ weunue tlalong 
ero ,Aagoivg 
ri veanegenq snanimod siz 
ie oe wid oh biwvoris 


” 
Ul 
“ ANGUS, STONEHOUSE & CO. LTS, Paul 9969 


TORONTO, ONTARIC (Mann ) 
out of the picture, and my note says that you agreed to 
that. Would the reason be, in your opinion, that by 
doing so costs can be cut and greater efficiency achieved? 

A. yes, and the same service -= at least, 
the essential services continued, 

Qs Now, if that is & good principle for 
passenger service, why is it not a good principle for 
freight service, if it oan be shown «- to make this 
clearer -~ if 1t can be shown that the came quality of 
service can be kept up by Canadian Pacific, if it is 
the dominant carrier in any one particular area or on 
any one particular line, why should Canadian National 
not be asked to abandon that service -- the freight 
service -- in order to cut costs? 

A. We are in favour of cooperation in that 
respect, where it can be done without injury to the 
patrons, 

Qe The same principle holds true not only 
for passenger services, but also for freight? 

A. Yes, 

Q. Thank you very much indeed, 

THE CHAIRMAN: I think, following the last 
question of Mr. Mann, that some time ago the Commission 
wrote to the railways asking for information about the 
Canadian National-Canadian Pacific Act, and we have had 
no reply, and we are very anxious, having regard to 
our fairly long adjournment now, to get the reply in, 

MR, SINCLAIR: Speaking for Canadian Pacific, 


Mr, Chairman, I was going to follow this practice: that 
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when we were making our substantive submission on a 
number of matters still outstanding, we would include 
our remarks concerning the C.N.-C.P. Act, and what 
alternative action we have taken or propose taking on 
matters of that kind, rather than trying to deal with it 
by answering the letter -- if that would meet the 
Commission's desires? 

THE CHAIRMAN: Well, of course, we have 
written the railways some time ago and haven't heard 
from them at all. I don't think there is any reply. 

MR, SINCLAIR: I answered that letter by 
saying that we were intending to deal with it. I don't 
know what has happened to the reply; I remember sending 
ph = But, in any event --- 

THE CHAIRMAN: Well, we have quite a long 
adjournment now and we would like to get it. 

MR. SINCLAIR: What I am saying, Mr. Chairman, 
is that, if you will allow us to handle it this way, it 
would suit our convenience better to deal with this 
matter in the whole context. 

THE CHAIRMAN: Well, we will advise you. 

THE WITNESS: Mr. Chairman, there is one 
matter that I would like to refer to if I may, and I am 
sorry Mr. Mauro is not here, and it was in connection 
with his cross-examination of me on the recommendation 
of Manitoba for the appointment of a new Board to 
coordinate --- 

THE CHAIRMAN: A new authority? 


THE WITNESS: Yes, and I think I left the 
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inference there that our Association was pretty well 
satisfied with the status quo, and I would like to 
state that in connection with that matter we think that 
the same purposes that Manitoba hopes to arrive at in 
that suggestion could be achieved by the appointment of 
a coordinating committee consisting of experts which 
we already have in our various regulatory bodies, such 
as the Department of Transport and the Board of Transport 
Commissioners and the Air Board and the Maritime Commis- 
sion -- bodies: like that, in which there are experts in 
these various fields, and I think it would be appropriate 
to have, rather than a new Board, @ committee from those 
to study it. 

THE CHAIRMAN: Well, I don't think the 
Suggestion of Manitoba was for a new Board, as such, 

It was something along the line you have suggested your- 
self. 

THE WITNESS: Oh, I see, Well, then, I would 
like to change my position in that respect, because we 
think that a committee such as that --- 

THE CHAIRMAN: A coordinating committee? 

THE WITNESS: Yes; it would be helpful. 

COMMISSIONER MANN: It would be essentially an 
interdepartmental committee that now functions once 
in a while on an ad hoc basis? 

THE WITNESS: yes, we think that would be ad- 
visable, 

THE CHAIRMAN Thank you very much, Mr. Paul; 


you have been a real help to us. 
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Before we take a recess, there are gentlemen 

here from Quebec and they are pretty anxious to catch 

a train at four-thirty, and we are quite willing to 

cooperate with them. So, after we have a short recess, 

we will assist them by having taken into the record the 

submissions they have made, and proceed with the cross- 


examination so that they can catch their train, 


---Short recess. 
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BRIEF SUBMITTED 
BY 
THE NORTHERN MAINE SECTION 
of the 
TRANSPORTATION COMMITTEE 
of 
Kamouraska, Temiscouata, Riviere-du-Loup 
Counties, Northwestern New Brunswick 
and 


Northern Maine (U. S. A.) 


Appearances: 


Rosaire Gendron, Mayor of Riviere-du-Loup 


Antonio Dupe, President, Chamber of Commerce, Riviere 
du- Loup 


Emilien L. Morin, Mayor of Cabano and President of th 
Transportation Committee 


Senator Edward Cyr, Madawaska, Maine. 


es 


Mr. Chairman, Members of the Commission, 

Royal Commission on Transport: This report as regards 

to potential traffic from northern Maine is understandably 
of general nature. In order to present a more compre- 
hensive report would have entailed a thorough investi- 
gation of the rather complex economic factors involved 
and to be able to arrive at definite conclusions on 

the feasibility of such a project would have required 
economists and specialists trained for that purpose. 


In view of the fact that we had no budget 
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and no trained specialists, I had to obtain the infor- 
mation from already existing agencies. I would like 

at this stage to thank U. S. Representative McIntyre, 
the Northern Maine Production Credit Association, 
Extension Service of Maine, Maine Department of Economic 
Development, Potato Council and many of the Chambers 

of Commerce of the county for their help and their 
advice. 

| After @ study of the geography touching the 
St. Lawrence river, it is understandable that northern 
Maine could benefit greatly by the advent of port facili 
ties at Riviere-du-Loup, which is only 75 miles away. 

If we are to derive from the seaway, it is 
only through Riviere-du-Loup that we can do it econom- 
ically ie kar feavanscine. 

The industry that would benefit the most 
would be the potato industry by utilizing seaway water 
transportation to reach middle west markets which are 
accessible to us only on a limited scale due to trans- 
portation rates. 

At present, Maine ships in those areas 
approximately 3,800 cars of potatoes annually, which 
represents less than ten per cent of their total con- 
sumption. There is a definite trend between freight 
rates and the percentage market that we enjoy. 

If we take four selected points, namely 
Cleveland, Ohio; Detroit, Michigan; Chicago, Illinois, 
and Milwaukee, Wisconsin. We find that Maine supplies 
approximately 17.8 per cent of Cleveland market, while 


in comparison Idaho supplies only 12.6 per cent. The 
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freight differential is 0.27 cents per hundred pounds 
(cwt) in our favour. In Detroit our percentage of the 
market is 14.2 per cent while Idaho comes in with 21.4 
per cent. The freight differential on this market 0.186 
cents per hundred pounds (cwt). 

When we reach Chicago, our shipments are 
negligible, less than one per cent of their consumption, 
as against: 22.2 per cent from Idaho and 25.3 per cent 
from Minnesota and North Dakota. The freight differ- 
ential is 0.20 cents per hundred pounds (cwt) in favour 
of Idaho and 0.55 cents per hundred pounds (cwt) for Minne-- 
sota. it is not surprising that our shipments are so 
small. It is estimated that our shipments could be in- 
ereased by about 5,000 cars annually if we had port 
facilities to transport our products more economically 
to these markets. This increase would represent approx- 
imately ten per cent of our production and would represent 
new markets. I would venture to say that this might 
represent the turning point in our potato industry which 
has been plagued by over-production. It is also the 
consensus of opinion that our potato farmers cannot con- 
tinue to cut their acreage and maintain an economical 
‘production. 

Our only solution lies in new markets and the 
seaway certainly offers us a challenge, as well as a grea 
opportunity to explore new markets in the Great Lakes 
region. With the advent of "Piggy"-back and "Fishy"-back 
Shipments, these developments offer wide poss’.bilities. 
We do not foresee any adverse effect on existing trans- 


portation companies since any shipments through the 
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seaway be new business and the railroads would keep on 
carrying shipments to our existing markets. We should ndt 
also overlook overseas markets to South America and 
Europe which a deep water port would possibly establish. 

Other Aroostook County commodities or manu- 
factured goods that might use seaway routes could be: 
Paper products from Fraser Paper Limited, wood products 
of varicus kinds and this new route might conceivably 
change the picture in regards to future development of 
manganese in Aroostook. It would travel the same route 
to the steel mills as iron ore. This would also be a 
natural outlet of scrap iron. 

Now that the seaway is a reality, it is only 
natural to try to establish lines of commerce that 
would take advantage of water born possibilities. One 
of the natural back haul cargoes to Aroostook would be 
automobiles from Detroit. The 1954, U. S.. census of retail 
trade gives a figure of $16,889 000 for totaliretail 
Sales in Aroostook county. In the same year, retail sales 
by farm sQuiphent dealers totalized $2,494,000. These 
two commodities, no doubt, would represent substantial 
shipments at material savings to the cummunities of 
northern Maine, | 

Hides and skins from the stockyards of Chicago 
could also become a backhaul cargo to supply Maine 
tanneries. Or better still, cheaper transportation 
of hides would make it feasible to establish tanneries 
in Aroostook county. 

The Department of Economic Development of Main 


in their letter of May 18, states that "The Maine 
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Poultry Associates have recently given considerable 
thought to the possibilities of grain shipments by water 
to service the various broiler producing areas in the 
State". This can only be routed through northern Maine 
and then on through some Canadian port. The report to 
the State of Maine Legislative Research Committee of 
December 21, 1956, also states that "Access to midwester 
grain at lower cost, might stimulate diversification of 
Aroostook agriculture", This same report also acknow- 
ledges that "should port facilities be developed in this 
area, it might offer possibilities for northern Maine". 
Realizing that a deep water port at Riviere- 
du-Loup would be a project by the Canadian government, 
we can only suggest the possible edonomic potential to 
our northern Maine economy. However, the history of Mai 
and the two neighbouring provinces of New Brunswick and 
Quebec is a fine example of close co-operation and 
friendship. It is for the above reasons that I take 
the liberty of acquainting you with the significance 


that this project would have for the northern Maine. 
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BRIEF SUBMITTED 
BY 
THE NORTHWESTERN NEW BRUNSWICK SECTION 
OF THE 
TRANSPORTATION COMMITTEE 
ie . 
Kamouraska, Temiscouata, Riviere-du-Loup 
Counties, Northwestern New Brunswick 
and Northern Maine (U.S.A.) 
Prepared and Presented 
by 
MR. ALPHEE LEVESQUE 
President of the Transportation Committee 
of the 
EDMUNDSTON CHAMBER. OF COMMERCE 
Director, Maritime Provinces Board of Trade 
and 


Vice-President of the Executive Committee. 


Mr. Chairman, Members of the Commission, Royal 
Commission on Transport: I have the honour of address- 
ing you on behalf of the people of northwestern New 
Brunswick, | 

At theoutset, I would point out that although- 
our area appears small on the map, in relation to the 
vast country which is Canada, the distances to markets 
are surprisingly great and transportation costs are a 
serious déterrent to the economic growth of our region. 


In short, I wish to impress upon you, gentlemen, that 
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transportation in our area has always been our biggest 
problem, and it is the seriousness of this problem which 
prompted the Edmundston Chamber of Commerce to arrange 
the first meeting of BerieayiniNaed business people of 
northern Maine, of northwestern New Brunswick and the 
counties of Temiscouata, Riviere-du-Loup and encdreeres 
in the province of Quebec, ) 

To my knowledge, this is the first time that 
the people of such a large area, extending over a large 
part of Beene aateon Quebec and over one-eighth of the 
province of New Brunswick and across Aroostook county in 
the state of Maine, have united their efforts to solve 
tis number one problem, common to all three regions, whidh 
is transportation; and, gentlemen, when I mention the 
people of these regions, I do not mean a segment of the 
population, or a group of business people, I mean to say 
that committees have been at work making surveys and 
talking to eSople in all walks of life and I wish to 
impress upon you that the entire population of the regions 
represented here is united in its demands and agrees 
that the establishment of a deep-water seaport at Gros 
Cacouna is the only solution to our common transportatio 
problem. 

You may well wonder why Gros-Cacouna is 
mentioned as the only satisfactory link to the seaway, 
and I hasten to explain that any. location within a 
radius of ten miles of Riviere-du-Loup would be satis- 
factory, and in this neighbourhood, Gros Cacouna best 
meets all the requirements of a year-round sea port; it 


is entirely free from ice, it has the advantage of deep 
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water over a 800d bottom and is easily accessible by 
highway and by a railway spur line, 

A quick look at the maps shows that Riviere-du- 
Loup is 75 miles from Edmundston, N B.; Madawaska, Maine|; 
it is 80 miles from Clair, N.B.; Fort. Kent, Maine, and it 
is 100 miles from St. Leonard, N. B.; Van Buren, Maine, 
all three points being international twin cities linked 
together by international bridges. 


Down through the course of history, this has 


been the accepted communication route between Upper Canad 


and Lower Canada; the mail was carried this way; the army 
travelled through here several hundred years ago and stil 
does today and with the passing of the years, good highwa 
and railway connections have been established. Thus, we 
find number two national highway from Riviere-du-Loup is 
now in the course of being rebuilt to Trans-Canada standa 
from the provincial boundary, north of Edmundston, across 
the length of our province to the Nova Scotia border. 

A unique factor in support of a sea port at 
Gros Cacouna is the fact that rail and highway install- 
ations already in operation are ideally situated to ser- 
vice such a sea port; in other words, if land install- 
ations to service this port did not exist and had to be 
built, I cannot see why they would be installed any 
differently than the existing facilities. 

Checking this on the map, we see that at 
Riviere-du-Loup, the Temiscouata division of the Canadia 
National Railways connects with the railway centre of 
Edmundston, N. B., which is a divisional point on the 
Canadian National and a terminal point of the Canadian 


Pacific Railway systems; from Edmundston south the 
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Canadian National and Canadian Pacific operate on the same 
tracks for a distance of thirty miles through St. Leonar 
making this point the ideal rail transfer point in this 
country, as there is an international railway bridge at 
St. Leonard connecting the two Canadian railway systems 
with the Bangor & Aroostook Railway at Van Buren, Maine; 
then, we see that the Canadian National has a division 
to Campbellton to connect St. Leonard with the entire 
north shore country of New Brunswick; the Canadian 
National, also has a division south to Moncton, and one 
to Fredericton and another known as the Valley Division 
to Newburg, all these installations being on the east 
side of the Saint John valley, while on the west side 

af the Saint John valley, the Canadian Pacific has a 
division to Saint John, one to Montreal, another to 

St. Stephen and a most important one to this project is 
the C. P. R.'s international division from Aroostook 
Junction in Victoria county to Presque Isle, Maine, 

in the heart of the Aroostook potato country. 

Thus, we have seen that a convenient arrange- 
ment of rail transfer facilities exists at St. Leonard, 
N. B., where the two great railway systems of Canada 
would interchange freight for and from their respective 
areas of service with each other and with the Bangor & 
Aroostook Railway. 

Now, we come to the question of the potential 
volume of transportation business in this part of the 
country, and I wish to point out that in order to get 
an accurate count of traffic, the Edmundston Chamber of 
Commerce has made a survey of the entire area and here 
is actual count of traffic for the calendar year 1959 
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These figures are reliable, having been obtained 
by polling the leading shippers in the area and compiling 
the casual freight for each locality. Our recapitulation 
figures were then compared with the total tonnage figures 
for each point in the area, as supplied by the different 
carriers. 

Although it is difficult to estinate how much 
of this potential tonnage will be diverted through the 
sea port at Gros Cacouna, it is reasonable to expect 
that, with such favourable land facilities at this end, 
the Great Lakes market for Maine potatoes will surely 
develop through the seaway. Land installations also favou 
the distribution of gasoline, fuel oil, diesel oil, lubri- 
cation oil, asphalt, and other allied products, for all 
points in this area and beyond, through the port of Gros 
Cacouna. Also, it could be assumed that some of the large 
tonnage of catalogue paper from Manavosiein Maine, to 
Chicago may eventually go by the seaway, and our committee, 
after an exhaustive study, concludes that our demand for 
a seaport installation here, is as strongly based econom- 
ically, as was the St. Lawrence Seaway project itself, at 
its inception, 

Therefore, Mr. Chairman, the people of north- 
western New Brunswick, comprising about one-eighth of the 
total population of our province, request that you give 
this project your favourable sen midcbat lors so that the 
economy of our region may ‘be relieved from its stifling 
transportation problems and thus may be permitted to 
rise to the same level as that of the central provinces 
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2 BRIEF SUBMITTED 
3 BY THE 
4 -KAMOURASKA, TEMISCOUATA, RIVIERE-DU-LOUP SECTION 
; OF THE 
p TRANSPORTATION COMMITTEE 
OF 

: KAMOURASKA, TEMISCOUATA, RIVIERE-DU-LOUP 
. COUNTIES, NORTHWESTERN NEW BRUNSWICK 
9 AND NORTHERN MAINE (U.S.A.) 
10 PREPARED AND PRESENTED 
ii BY 
12 MR, ANTONIO DUBE, BARRISTER 
13 PRESIDENT OF THE CHAMBER OF COMMERCE 
14 sad 
As RIVIERE-DU-LOUP 

AND SUBMITTED BY 
. H.W. THE MAYOR MR, EMILIEN L. MORIN 
: PRESIDENT OF THE TRANSPORTATION COMMITTEE 
18 ; = 
19 Mr. Chatitineni, Members of the Commission, Royal 


20 Commission on Transport: The civic authorities, the 
91 merchants and the industrials from Temiscouata, Riviere- 
29 du-Loup and Kamouraska counties, northern New Brunswick 


and the State of Maine know that their economic interests 


23 

are closely linked. It is agreed that this part of 
24 

territory might be classed as underdeveloped, precisely 
25 

becawe it.has not shared the natural economic expansion 
26 


the rest of the country has. We believed that, knowing 
27 which were the main factors that had delayed our economic}. 
%| growth, that is to say, being so far away from the large 


29 centres 
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and the absence of adequate means of transportation, we 
had to do something to remedy this situation, 
The municipal councils and the Chambers of 
Gommerce of the above-mentioned regions, at a meeting held 
in Edmundston, during the month of April, 1959, formed the 
transport and communications committee for the provinces 
of Quebec and New BreeiewieT; also the State of Maine, 
Mr. Chairman, this committee has the honour of 
presenting you, in the name of the entire population, 
the present memoir. 
The Royal Commission on Canada's Economic Pros- 
pects, in its final report presented to His Excellency 
the Governor General in Council, has firmly strengthened 
our feelings about the factors which contributed to the 
Slowing down of our economic development. AS a matter 
of fact, the commissioners stated: 
"An objective of economic policy should be to inte- 
grate and improve the basic economic framework of the 
Atlantic region, including in particular the trans- 
portation facilities of the area with a view to 
facilitating and encouraging economic growth within 
the region. What is needed we believe is a bold com- 
prehensive and co-ordinated approach to the underlyin 
problems of the region in order to make the best 
possible use of the resources of the area and to im- 
prove transportation and other basic services (page 
4o4)," 
We firmly believe that one of the aspects of 
this energetic program should be the investment of neces- 


8ary funds at Riviere-du-Loup or in its immediate vicinity 
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to build a sea port with modern and adequate facilities, 
gable our industrials and merchants to benefit of the 
advantages offered by the St. Lawrence seaway. 

As stated by the Quebec provincial Chamber of 
Commerce, in its memoir to the Gordon Commission: 

"Now seems to be the time to consolidate everything 
by paying the necessary price to hasten the economic 
development of the weak parts of our system, i.e., 
the underdeveloped regions. The future of the 
Canadian unity cannot stand solely on the general 
proclamation of the immensity of our wealth and 
possibilities. All of this in itself will be more 
or less a geographical economical and political 
fiction, if there is so little at the periphery and 
everything is congested in the centre." 

More and more, our present-day economists 
accept the principle that an enlightened state inter- 
vention is susceptible to assure a better economic growth 
and a superior output, at least as times goes on. We 
demand more measures susceptible to bring forth progress- 
ively an economic decentralization in favour of a more — 
intense regionalism. In fact, the erpantzation of the 
means of transport and freight rate tariffs policies 
constitute the most powerful medium in the hands of the 
State to stimulate the regional economy. 

We believe, Mr. Chairman, that the economic 
growth of our region could certainly be stimulated if 
the government. supplies it with the means of utilizing th 
St. Lawrence seaway. 


1. The Economic Region of Riviere-du-Loup, 
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Temiscouata and Kamouraska Counties: 

The city of Riviere-du-Loup has an exceptional 
geographic situation, as it is from this point that the 
Temiscouata valley and the surrounding farms were cleared 
and exploited in a radius of at least 75 miles. The city 
of Riviere-du-Loup has largely contributed to the develop- 
ment of this territory, where approximately 100,000 in- 
habitants live. In fact, the entire population above 
mentioned makes its way steadily towards that centre to 
enjoy the services afforded them by the city and to do 
business. From Quebec and eaten) route No. 2 leads to 
this locality and then on to the maritime provinces. 

Route No. 10 brings back here a great part of the traffic 
from the Gaspe peninsula and the maritimes, while route 
No. 51 facilitates easy am rapid access to Maine, New 
Brunswick, the transcontinental and other communities 
bordering the St. Lawrence river, near Riviere-du-Loup. 

In spite of the Canadian National Railways! 
centralization policies, Riviere~-du-Loup remains a rather 
Daveriant railway centre, where the Montreal-Halifax and 
Edmundston lines converge. 

The city of Riviere-du-Loup has further develope 
its transport facilities and has secured rapid means of 
Pe munication with the largest centres of the country, 
when it built, with the contribution of the government, 

a modern airport which has been inaugurated in July, 1959. 

The Riviere-du-Loup wharf has been utilized 
for a certain period by the merchants and industrials of 


we city and the outlying communities with great advantage 
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at atime when the means of communication were little devel- 
oped and the raw materials, limited to constructional 
lumber. It remains a necessity for the Riviere-du-Loup 
St. Simeon ferry, but is most inadequate for water 
transport and the utilization of the seaway. 

Situated at less than 100 miles from the inter- 
national bridges of Edmundston-Madawaska, Clair-Fort-Kent, 
St. leonard-Van Buren, from where it is linked by means 
of route and railway transport, Riviere-du-Loup appears a 
such as being the natural and logical access for the nort 
of the state of Maine and the province of New Brunswick 


to the St. Lawrence seaway. 


fe ReGionas Production: = 

this territory is chiefly agricultural and 
forestal. The quantity and value of the agricultural 
products give a rather true picture of its character. 

a) Field Crops: The majority of farmers of the 
three counties devote themselves to the cultivation of 
fodder plants, cereals and potatoes. Here is an allotment 


table of the plants of the field crops within the region, 


an 1951: 

Fodder 
COUNTIES N. acres Plants Cereals Potatoes Others 
Kamouraska ~ 81,990 63.3% 33.5% 2.7% 0.5% 
Riviere-du-Loup 120,215 61.4% 35.0% 3.5% 0.1% 
Temiscouata 62,611 66.4% 30.9% 2.56 0.2% 
(Reference: - F.M.Gauthier - "Les Cereales dans l'Est du 


Quebec, Revue de l'agriculture, Volume wie 
No. 1, 1953, page 84). 
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Kamouraska and Riviere-du-Loup counties generally 
offer a plane surface and favourable soil for the culti- 
vation of the potato. Thus, more than two-thirds of the 
total lower St. Lawrence and Gaspe region potato crop 


comes from Temiscouata, Riviere-du-Loup and Kamouraska 


counties. 
COUNTIES SURFACE PRODUCTION 
aa (acres ) (bags ) 
Kamouraska (are aaeh 94,000 
Riviere~du-Loup es ie 479,000 
Temiscouata 1,552 35, (00 608 , 700 
Bonaventure mie We 18,000 
Gaspe East & West 2,882 5,150 
L'isilet 170 24,050 
Matane | 15713 27,700 
Matapedia bla, 27,000 
Rimouski ani lg 120, 400 
‘Montmagny RONG? 4OQ, 700 
23,493 


Reading this table, one realizes that we have 
produced within our region, in 1951, a total of 608,700 
Bags of potatoes out of a total of 874,700 for the ten 
counties of lower St. Lawrence and Gaspe regions. LHighty 
@ight per cent of this production is forwarded outside this 


- 


sector towards the larger consumption centres of the 
province, Saguenay and Abitibi where specialized dealers 
distribute most of the production. 

In 1952 this production was worth $1,134,740 .00 


Since a peck which was selling for $1.28 in 1942 had 
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risen then to $1.70. Thanks to better cultural methods, 
our farmers have considerably increased the production of 
this tuber since 1952, and we may state today that this 
production is approximately 1,000,000 bags. 

B - Live Stock - For several years, the farmers 
from Riviere-du-Loup county supplied a large share of the 
animals forwarded to the abattoirs of the province. Thei 
counterparts in Temiscouata and Kamouraska counties followed 
suit. Lower St. Lawrence, formed with Montmagny, L'Islet, 
Kamouraska, Riviere-du-Loup and Temiscouata counties, dis 
poses for the different markets 400,000 head, of which 
240,000 come solely from the three counties under study. 


JUNE 1, 1958 


ECONOMIC REGIONS & 
STATISTICAL DIVISIONS. 


COUNTIES All cattie Milk Cows All Hogs 

(x) Kamouraska 32,200 v7, 300 20,100 

L'Islet 20, 700 10, 900 10,800 

Montmagny 22,300 11,900 14,400 

Rimouski 42,800 21,200 21,300 

tx Riv.du.Loup 43,000 23,000 24,700 
x) Temiscouata 22,200 tis 200 9, ‘700 15,000 


Reference: - Statistical Year Book - Quebec, 1958, P.315. 


C - Dairy Products - It we consider that more 


than 51,000 milk cows are kept by our farmers, one might 


in our sector. This region produces more than 4,440,000 
pounds of milk for consumption, 139,635,000 pounds of 


milk for byproduction and 4,648,500 pounds of butter. 
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1 

2 Milk for Milk for 

: COUNELES Shee ey predict. Butter Cheese 
Kamouraska 575,000 Dig ee Dy WOO 1,936,000 50, 000 

4 Riv.-du-Loup 3,515,000 64,315,000 2,260,000 

5} Temiscouata 350,000 24,085, 000 652,500 90,000 


6] Reference: - Disponibilites, Mode de vente et lieux 
d'ecoulement des produits agricoles, 1951-52- 

i 53, region du Bas St. Laurent, No. 2, 
Ministere de l'Agriculture, Quebec Page 186.) 


8 
It is obvious that our farmers dispose of a large 
9 : ‘ ; hae 
gQuantity of milk for consumption, and if the markets were 
10 


more easily accessible, they could draw a better revenue 


li] for their production by forwarding less milk to the factory 


12] and directing it to the consumption centres, 


13 It is understandable that the amount of poultry 

14 raised in this region and the production of eggs are 

is rather restrained, if one remembers that the lack of adequate 
and continuous means of transport towards the consumption 

is centres of the north shore, does not allow the producers 

i to reach these markets in a satisfactory manner. 

18 D - Lumber - The provincial forestry engineers 


19] state that our soil is excellent for sylviculture. Our 
20 climate and the condition of our soils are favourable to 
91) 4n exceptional growth of the different species, and par- 
y) ticularly: that of the spruce, fir, pine, maple, wild 


cherry tree, poplar and aspen. ‘The above-mentioned 


resinous species cover the largest part of our territory and 
procure the best revenues of our forest industry. We may 
State that the lumber industry, so far as felling ana 


transformation, is at the base of ow regional economy. 


27 | The Temiscouata county's forest feed in large proportion 
28 che mills of Fraser Company's Limited at Edmundston, N.B., 
29 | 

30 
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with a yearly productive capacity of some 25,000 tons of 
paper board and 120,000 tons of unbleached sulphite pulp. 

There are two pulp mills in Riviers-ducloups 
one controlled by F. F. Soucy Inc., at St. Antonin, with 
an 18,000 ton productive capacity, the other one controlled 
by Mohawk Corporation, with a 12,000 ton production. Thi 
five> firm, -. F., Soucy, iInc., 1s taking the necessary 
disposition to install a paper producing machine and 
will incessantly produce 30,000 tons of newsprint which 
Will be shipped to the United Kingdom. 

Our region keeps on playing a first-class role 
in the construction lumber industry. We find 105 saw 
aoa employing approximately 1,000 workers, with a 
Production output of 82,600,000 feet of wood, plank 
measurements. The total value of this production, 
according to statistics published by the Forest ae Lands 
Ministry, for the year 1956, is of $5,429,858. The lumber 
Peatined to the saw mills, hard or soft, meant for con- 

E raction, furniture manufacturing, etc., absorbs 95 
per cent of the volume of this raw material. The remainde 
goes for spools, shingle, lattice, and railway ties. 

Sinee a few years, an extensive cutting of young 
fir trees is carried out, for shipment, during the course 
of September, October and November, to Chicago, Detroit 
and other American cities, for the Christmas tree market. 
The total production at present, amounts to 200 carloads, 


worth $200,000. 
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E: Mining Industry. 

Even if a certain number of useful mineral 
deposits have been located in our region, it can be said 
that the mining industry is practically non-existent, 
due to the fact that serious geological survey has been 
undertaken or that the said deposits prove to be of 
a rather expensive exploitation, However, Premier 
Peat Moss Limited exploits at Riviere du Loup, Cacouna 
and Isle Verte, the largest peat bogs in the province. 
oe than 35,000 tons of peat moss, worth $2,100,000 ex.. 
tracted locally, are destined to the United States 
markets, 

At about fifty miles from the St. Lawrence 
River, at Riviere Bleue, considerable limestone 
deposits are exploited by Les Amendements Calcaires de 
Riviere Bleue. More than 20,000 tons of limestone 
is being extracted yearly. 

3. Exports. 

The local consumption takes care of a certain 
part of the agricultural production, but the major part 
of it must be directed to the markets of the province 
and of the country. Thus, 26,000 tons of potatoes are 
shipped yearly towards Montreal, Quebec, the Eastern 
Townships, and the North Shore. Our butter and cheese 
dairies ship their production output, 2500 tons, to 
the Quebec and Montreal warehouses, while our cattlemen 
carry their livestock by truck and railway to the Quebec 
and Montreal abattoirs. 


Mr. H. R. Massue, in his study on improved 


_ 


.WiteubeE gatoln 3% 
ta 


sat fpiseap lo wdmpa riestep & TE asva 


lon 
oe) 
ot 


— 


° = —_ 7 
|). biss od mec 3 .olget tuo af betanol seed evan geiac 


~tnevalxs-non yifeoldoate sf yaseubni gotnia edd as 
sed est ¥ ve [eotgoloog suotien tant Jost end 09, out 
avowgy @3inogsh Bise #49 Sard to nevted 
olstacloloxs evisnsqus redder 
vinl te attofoxns besimtt 200M tas" 
sf eft .etaey efel ne 
.s3om J85¢ smoy 000,.d€& nen? 
ot Somtgesb ots, yllaool Dsvoste 

,eJedis 
f rl esili rahy tuods FA 

emsbhecos .seelS§ erelvin Ja 98 

brews ast yd bedlolgqus ote stleogesl 
0 ,GS alas exch .susls onotvasl 
.vitrsey betostdxs sates 
.8d109x8 
izvonusnos Lg00l eAT 
tid ,~meLvoyborq Jlenddivelsge end to 
09 a7eitTa" 902 oF Betouettb sd Jautn Pe 4 
BOK 16 etod 000,6¢ .euaT «Titsnyoo ont to Den 
TTsi6 “ay ,osdmgup ,.leeizaoM shiawos vizsey beqqtt 
¢ 
ie ‘3 c 0 .frone dyscit od? bre .aqiie 
amo7 COGS .tuqiue noltouboug sled? qlde estsle 
sliizeg » of) 2egccnsiaw LaertstnoM tar osdsup 


Ssceul onc oo yewllar Boe soetd vt wooteevil zeng 


,erlotjads Tasrtnom & 


beyougmt no vtude soa ll i al 


22 
23 
24 
25 
26 
27 
28 
29 
30 
bale: 


< 
ANGUS, STONEHOUSE & CO. LTD. , 
TORONTO, ONTARIO 8995 


winter navigation in the Lower St. Lawrence River 
states: "as the population of the North Shore increases, 
the requirements in products of all kinds will grow 
proportionately. The contribution of the people of the 
South Shore to these requirements will depend largely 
on their own initiative and on the kind of winter navi- 
gation service that will be afforded them.” The North 
Shore population, estimated at present to be 80,000 
inhabitants, has aft average growth of 10 per cent per 
year, this meaning that, by the year 1970 the population 
should be 160,000. The population of this industrial 
and mining region will certainly be in a position to 
consume a good part of the agricultural production of 
the South Shore, complementary region situated a few 
miles from the latter. The Riviere du’Loup, Temiscouata 
and Kamouraska counties potato producers at present sell 
their production on the North Shore, but their benefits 
are very sharply cut down because they have to cover an 
extra 200 to 225 miles, by going around Quebec City, 
to reach these markets. 

The Riviere du Loup and Saguenay chambers 
of commerce have been requesting for a long time the 
establishment of a year-round ferry service at the 
closest and most logical point between the two shores, 
be it between Gros-Cacouna and Tadoussac, with the 
purpose of avoiding the Saguenay River barrier. A brief 
Will be submitted separately concerning this ferry ser- 
vice. 


This service between the desired seaport and 
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Tadoussac would considerably shorten the distance and 
reduce the transportation charges, would allow cont inuous 
commercial relations, and secure inestimable advantages 
to the producers and consumers, The same thing can be 
said for the dairy.products. It has already been pointet 
out that the dairy producers are continually faced with 
a surplus of production which they must direct towards 
the butter and cheese dgiries due to the lack of better 
outlets, The North Shore families which have to pay 
at present up to 35 cents.fwr a quart of milk, this 
price being 15 cents more than on the South Shore, 
would realize appreciable savings if our milk dairies 
could transship daily their production on the other side 
of the river. 
It might be wise to contemplate the estab- 
lishment of a modern abattoir in the region to dispose 
of its products within the region and on the North Shore 
markets witn great advantages to the consumers. But 
the establishment of this abattoir 1s unthinkable, if 
adequate port facilities are not built at Riviere du 
Loup or its immediate vicinity, and if a year-round ferry 
service is not established between the two shores, 
The 450,000 tons of construction lumber 
and pulpwood cut in the three counties are loaded at 
the Riviere du Loup, Notre Dame du Portage and other 
wharves, and then directed towards Port-Alfrea, Quebec, 
Trois-Rivieres, Ontario and United States mills, also 
to the cities bordering the St. Lawrence River and the 


Great Lakes, as well as Europe. A recent inquiry 


’ Des 
a 


brn Sosavath at? secaoda, yfdetebiesoe BL 


5 


curv too wolle bivew ,ssaredo mobieziogenest Odd 


7 
- 


snetneyhe Ssidewideent ewoss Bas, ato fisler [eto 
-_ 


~*~ : 7 7 
d ogo gods omee S0T  ottompaticyg bane a reouboig Say 
7 a 


ojoier nesd ybeoutse asa 3ST atauborg atiaed eng 70% bise 
V : ts 


a 
bass] ylfleuetineo ste atesebo wg yattab sit, eds gue 


ath teu gens doide oolsaubérg 20 eulaTs B 
iogf adg of Suvd ntatat sasorio bas ssddud ond” 
dderov oat . .eteitio 
ite lo Jesup #& tet adnes @f of. qu. tnseete 2a 


<<. 
iid no. nedt etom etnso. et anied soiag 


> 


i VW syitves e(datostcge Ssileor bivow 


tj mo notdoubowe alteris vitaed giiesnasd biuos 
stavin end 20” 

a r 
stron o¢ seiu od. digin. Ji »- vay - 


noises oft ni alotdsds agebom «2 Io. dnemmiaka > 


: a 
ro bos cobseat off middiw atoupowg edt 


siio. Sod od eepesnavbe ¢£9%8 cidtw atelcen’ 


‘ijauw ef gplot2eta 2zind Jo soanmciealidsies.om 


“vr 


sivin da tlis ton o%@ a0btilios? Jieq sedauper 


‘ 


vibnioLv ¢vaLbemmZ, att 10 quod 


cerca ows sft meowtes begelioagsee Jon af solviem 


secant acksoursenen to amog 000,02? sat ‘ 


vol eoleete agtdgnvosn aan? edd al tus boowgiug OB 
tonto bre oyateod ub ameG sige ,.qual vb. etetyll 
} e 


.odsyS ,eatla-trod abuswe? betoealh end Bas .sey' 


opie ,2iltm setgs® bogia bos olbeagnd .cewedvii-ale 


efi? big tov eomeiwal .¢2 edt aotielaod sottio ett) 


A : Utlupal tnenex A 


at) 2 = wr 


Midas eras 9997 
conducted by the Regional Chamber of Commerce has reveale 
that most of the lumber dealers had to abandon their 
overseas market, because the Riviere du Loup wharf does 
not allow the safe docking of medium tonnage ships. 

Here is what was stated, among others, J. 0. 
Soucy Inc.: 

“In the past we made shipments to Europe, 

but it is impossible to sell to this continent 
because the ships cannot dock at Riviere du 
Loup, on account of the deplorable condition 
of the port. We must turn down any orders 
coming from Europe. If we had a deep-sea 
port, we could ship from 10,000 to 15,000 
cords of pulpwood to Europe, and increase 
considerably our shipments to the United 
States, since larger ships could dock at 
Riviere du Loup," 

All the questionnaires filled by the lumber 
shippers carry remarks to that effect. 

A large quantity of the forestry products des- 
tined to Europe are loaded at the ports of Quebec, St, 
John and Rimouski, with excessive charges, because there 
is no port facilities available at Riviere du Loup or 
in its immediate vicinity. 

Furthermore, there are at least five foundries 
the output of which is restrained, the accessibility 
to the markets of the North Shore, Central Canada, 
Europe and Bermuda has become prohibitive to their 


proprietors because of the high cost of transportation, 


‘ 
es ——— 


_ MetZRINOGaCNT Lc ve09 ABT Bee 0: MaslaORd” 


petesver eal So 
sink sical a nat 
ce0b ‘bradw qual ab siekvta ‘end sausood « | 
.eobrie saihins cman ae toed ™ a: | 
O .% ,ausrito groma .beveds can ou i 
— 


7 2 aia Vv 
or : 


_egornd od edmemgnia sbam ew taaq edt nL" >” — 
tnentInos eldd oF ifea oF eLilesoqmt ef sf tud 
vb stelvin te Meob Sonnss agide edd eausced ” 
noittbnos aldeielqeb ed¢ to savocos mo quot) 
aisiuo Ete fwob mud tjaum eW 4g: eit Yo 
eee-qeob s BBA ew 4x . + SqoTst mort antmoa | 
000,8f 09 OOOLOL mowl gira bixveo ow .dt0q 
seseront Dae sows od boowgiug 20 ehro5 
hsvtal sgt av ednemaiiie two yldserebkanoo 

Ys joob Bluoo eaire topgrtal conte 697 
“ quot vb evelvin: ~ 
eomuil of? vd Belil? sentennoltsesup ond ITA 
_fostte tedd of adtamed ytuso! steqgge 

-291 stoubowg yriesre!l edd Yo yIbinaup eg ial A 

.J2 .cedeuO Yo ednoe af? Ye bebsol eta egos oF & 
S1egs senninsd .esyaTZeis sylepsoxe igiw ,itevomlk nna 
so qmool of exselvist ta oidalilava seldiiisal s10g on # 


-yiintely sdetbemmt ett 


‘ie 


selrhovot ewit gesel ts san esede .etomreddiut 
Wiilidigeesos sid .penbewteet ef doltw to duqdno’ 
.sbanm) feateeo .on6Hd devo ent to eteiltan” 


bh 


tiem oF eyitidiviorg emosced sed Sbumied br 


- 7 
* 


tf 
ANGUS, STONEHOUSE & CO. LTD. 9990 
TORONTO, ONTARIO 


Here is what the firm Normand Ltee., from St, 
Pascal, Manufacturer of farm carriages, declared to our 
investigator: 

"With a seaport at Riviere du Loup, we could 
increase our business volume by shipping to the 
Canadian west and midwest, likewise we could 
export our carriages to the orient, Further- 
more, the transport charges would be lesser 
to obtain the steel from Sault Ste. Marie, 
as well as from Hamilton. We also anticipate 
that with the seaport facilities at Riviere du 
Loup, we will be able to increase considerably 
our business, the importation and exportation 
tonnage of our sector,” | 

Les Amendements Calcaires de Riviere -Bleue,. 
whose lintestone production at present amounts to 
20,000 tons yearly, made it known to us that with the 
setting up of a seaport, this company could sell its 
éntire production to Ontario and central Canada and 
quintuple its extraction. 

Monsieur Richard Pelletier, from St. Michel de 
Squateck, manufacturer of basket bottoms, to be shipped 
to the factories of Grimsby, Oakville and Burlington, 
Ontario, maintains that a seaport at Riviere du Loup is 
almost indispenable to allow him to carry on his 
operations. He adds: "If the railway freight rates 
are in the least increased, I will only have to shut down 
my establishment." 


Premiere Peat Moss Producers Ltd, whose peat 


bog production at Riviere du Loup, Caeouna and Isle-Verte 


a 
Sas a 


| mee : 
| hee: 
eo on if 
ah coal 


p= \ ees oe wae 
| bruog Sw gduet ob a : 

. ord oF gatagisa vd emulov sesataud’ 

| bivoo ew eatwewtl deowbten ‘bre ied 

-reddawt | .dneteo eng od ascent 

| “caeeet od bivow eegraro sroqensd oi *, 

| otra .998 tives mort ‘foste ang nid 

| sisqtotins oafs sw = ,novkimehH mort ds Lt 

ab steivifi te wslst ited? Pr0Ogssa ott sotw a 

| yidetshtanoo sagem ‘oF side on “Litwoew Yaa 

nolvatroqxe bre sah isinietateas' odd egentaud w 
| ve: aa 

.oeld-otetvin ob soutesiso etnedisimema Set senen. . 

od atnuome Indsetq $8 Robiouboug anottonEt e Jf 

oft sittw Jan? au od word 32 ebam ed enot o 

ett [fee bigos ynsqmoo sind ,troqase #2 To qu ‘sans 

| bas abenad {eitnes bus ofsedn0 od not soubong eLidil 


) 
igtjoentxe att student 


ob foioiM .42 mov? .vslvelled iianioka twokeneh oral 
beqqide od oF .smev sod IsHaaed to etwItSS TUN SM lo : 
totgni{ant bas efifvisO .ydemiaD to setrosost ead 

sl quéd wb erelvillh ge Jaoqsese & Jais anisiniem otsaga 
eld no tts oF fit WoLls od sidsneqelbnat ¥ ; él 

sotex tdgtett vewlher add Ti" :epbs 6H .attof 
swob tune oF svat = fitw I \Beesetont Jessel ent 


Pod 
ey 


— | "dnsider dete y 
iaeq Sade .bSI seouboTY #acM ases oretmers ie 
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is of 35,000 tons, would ship a great proportion of its 
production by water to the United states, and would 
increase its production if a deep water port was built 
at Riviere du Loup. 

Importation: You will easily understand, Mr, 
Chairman, that a sector like ours where about 100,000 
inhabitants live, consumes annually a rather large 
quantity of products of all kinds, part of which must be 
imported. It can be stated that the 30,000,000 gallons 
of fuel o11 and gasoline distributed in the different 
localities starting from Riviere du Loup, represent 
rather impressive tonnage of carburant which could 
be directed towards the distribution center, Riviere 
du Loup, by means of oil tankers, The cost of these 
fuels and gasoline would decrease considerably if they 
could be transported from Montreal or the Atlantic 
ports, towards the center of the region, 

The number of farmers and the vastness of the 
farms of the region, as well as the character of our 
agricultural production, and the great number of cattle, 
bear us to understand why more than 50,000 tons of 
grains, feeds, flour and fertilizers of all kinds, are 
distributed yearly in our counties. However, the high 
cost of transportation for these grains, feeds and 
fertilizers, because of transshipment at Montreal and 
Quebec, to be forwarded via railway, prevents our 
farmers from increasing their production. 

By the way, it is easy to understand why a 
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Montreal, Quebec, etc., for these essential elements 

to farming and cattle raising, and pay again a higher 
transport rate to reach these markets cannot compete, 

The transportation tariff by regular boat for wheat 

and grain, from Fort William and Port Arthur to Montreal, 
which averaged 16 cents per bushel in 1957 (See 

diagrams 3-4-5-6 of the Inland Water Transport Royal 
Commission's report, p. 146 and following), would show a 
very light increase if grain elevators allowed storage 

at the port of Riviere du Loup, 

Furthermore one of Canada's most important 
grain exporters, The Continental Grain, is taking into 
consideration the possibility of erecting grain elevators 
at the projected port, because since a few years, it 
retains certain rights on grounds bordering the river, 
at Gros-Cacouna, and show great interest for the project. 

One could contemplate the shipment of 6,000 ton 
of automobiles, farm and forest machinery, from Detroit 
to Riviere du Loup via the seaway, if adequate port fa- 
cilities were established at this latter point. 

The inquiry conducted recently by the Chambers 
of Commerce among other most important producers, 
shippers and wholesale merchants, has revealed that 
about 814,000 tons of products and merchandise could 
be loaded and unloaded at the seaport of Riviere du 


Loup annually. 
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Here is a table showing the quantity and the 


value of these merchandises and materials of all kind: 


ENQUIRY OF THE MOVEMENT OF MERCHANDISE 
IN THE KAMOURASKA-TEMISCOUATA AND 
RIVIERE DU LOUP REGION 


Merchandise 
Coming In 


Oil & Gasoline 
Building Materials 
Cement 

Coal 


Flour, Grains, feeds 


fertilizers 
Automobiles and 
Machinery 
Miscellaneous (in- 
cluding alimentary 
products ) 


Total coming in 
Outgoing 


Limestone 

Peat 

Lumber (Construc- 
tion pulp ) 
Mechanical Pulp 
Papér (project ) 
Potatoes 
Livestock 


Total Outgoing 


Sum Total 


Quantity 


(Tons ) 


120,000 
16, 000 
5,000 
4,000 


50, 000 


6, 000 


18,000 


219,000 


20,000 
35 5 000 


450,000 
30,000 
30,000 
26,000 


4, 000 


595000 


46,900, 000.00 
4,000, 000.00 
95,000.00 
100, 000.00 


3,500, 000,00 


12, 000, 000.00 


$ 60,000.00 
2,100, 000.00 


27,000, 000.00 
2,700, 000.00 
4,050, 000.00 

780, 000.00 


1,120, 000.00 


Value 


$26,595,000 


$37,810, 000 


$64,405,000 
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5. Other Justifications: The Province of New 
Brunswick and the State of Maine, 

Our neighbours, from the province of New 
Brunswick and the state of Maine, intheir quality of 
citizens of the two countries which have built the St. 
Lawrence Seaway, strongly desire to benefit by the 
advantages which it offers them, It 1s a known fact 
that merchants and industrials always utilize the less 
expensive means of transportation, Northern New 
Pei hawicn disposes of an easy and rapid access to 
Riviere du Loup. These businessmen could certainly 
have used the port of Riviere du Loup to load and unload 
a good portion of the 1,311,265 tons of merchandise 
and diversified products which have come in and gone 
out of this sector in the course of the year 1958. 
Certain companies would increase their production if 
they could realize certain economies in the transpor- 
tation of their products. 

The legislative research committee for the 
state of Maine, in its study of the effect of the St. 
Lawrence Seaway on the economy of the state of Maine, 
states that we should seek to keep abreast of 
developments along the seaway especially in the area 
from Quebec City to Riviere-du-Loup. This commission, 
in a report published on December 21st, 1956, recom- 
mends that an attentive evaluation be made of the new 
port facilities or those projected to be built in the 
region between Quebec and Riviere du Loup. 


You realize, Mr. Chairman, that our 
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neighbours, the Americans of the state of Maine, have 
already thought of utilizing the St. Lawrence Seaway 
through Riviere du Loup, as soon as an adequate seaport | 
will have been built there, 

The 5,000 carloads of potatoes that the 
state of Maine producers wish to direct towards the 
new port, constitute a valuable contribution to the 
justification of our demand, It has already been 
pointed out to you that the grains could be unloaded at 
Riviere du Loup to be forwarded to Maine. The indus- 
trials and merchants of this part of the neighbouring 
state equally intend to take advantage of the St, 
Lawrence Seaway. One can ee state without 
fear of being wrong, that approximately 500,000 tons of 
merchandise coming from, or going to the state of 
Maine, would be loaded and unloaded annually at the 
seaport of Riviere du Loup in the next few years, 

It is hard to forecast exactly traffic of 
Shiploads in the requested port, for the coming years; 
however, if we offer our merchants and industrials 
the means of reducing the cost of their products and 
merchandise, we can definitely state that it will 
Steadily increase, We are convinced that our business 
men are as industrious and dynamic as their counter- 
parts in the rest of the country. They strongly reques 
the adequate support to allow them to give their region 
a better economic climate, 

Since the opening of the St. Lawrence Seaway 


a great number of ocean-going vessels flying foreign 
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flags, go as far as the head of the Great Lakes, Pre-. 
viously, these vessels used to replenish their food and 
fuel supplies at different European ports and make the 
return trip without further replenishment, Their course 
peing now extended to the Great Lakes, these vessels 
will have to refuel somewhere along the seaway, before 
heading for overseas, Owing to the depth of water at 
certain places along the seacoast close to Riviere du 
Loup, which, at low tide is 40 feet deep, and the easy 
access to that place at all times, it is not impossible 
to foresee that the port which would be established 
there could be used to that end. 

The depth of water, plus the easy access 
facilities the year round, offered by the river in the 
immediate vicinity of Riviere du Loup, according to 
us, would enable the establishment of 4 seaport 
accessible to the ships coming from Europe, at all 
times of the year, Thus, the overseas mail destined 
for the maritimes could be off-loaded immediately at 
Riviere du Loup and transmitted more rapidly to its 
destination. During the navigation period on the St. 
Lawrence river, the cargoes loaded at Portland and 
destined to the center of the American states and 
Canada, could be transported faster. We would 
thereby save five days delay for the products coming fro 
or going to Northern New Brunswick and the state of 


Maine, as these places are within three hours distance 
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* ANGUS, STONEHOUSE & co, LTo. 10005 
from the projected port, while from Portland sailing 
around the gulf and the peninsula takes five days of 
navigation. 

It is said that the natural growth of the 
regions according to the competitive forces, is never 
as perfectly natural as one might pretend. The 
governments usually intervene one way or another by 
supplying certain facilities through the medium of 
subsidizing the building of railroads, ports, canals, 
routes, etc. It is a-known fact that the economic 
initiatives go where these facilities are available, 
even though it would have been eventually more ad- 
vantageous to establish themselves elsewhere, had these 
facilities been available. 


The 300,000 citizens whom we represent here 


today strongly urge your recommendation for the building 
of an adequate seaport at Riviere du Loup, so that we 
may all share the advantages afforded by the St. 
Lawrence Seaway. 

It is chiefly by adopting the immediate and 
necessary measures, taking the appropriate steps so that 
adequate and inexpensive means of transport be placed 
at our disposal, that will allow us to regain the 
lost ground in our economic development. 


We hope, Mr. Chairman, that our remarks will 


be favourably received. 


(page 10013 follows) 
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ANGUS, STONEHOUSE & CO. LTD, 
TORONTO, ONTARIO 10013 


SUBMISSION OF 


THE TRANSPORTATION COMMITTEE OF THE KAMOURASKA, 
TEMISCOUATA-RIVIERE DU LOUP COUNTIES ( P.Q. ) 
NORTHERN NEW BRUNSWICK AND NORTHERN MAINE 
(U.S.A...) REGIONS 7? 

and 


THE CHAMBER OF COMMERCE OF RIVIERE DU LOUP 


Ferry Service between Riviere du Loup and Tadoussac,P.Q. 

Mr. Chairman and members of the Commission: 
The problems of transportation make up the principal 
preoccupation of Civil Autnorities, of Chambers of 
Commerce, Industrialists (Manufacturers) and of Trades- 
men of the whole economical region number one (1), ex- 
tending on the south shore, from Montmagny to Gaspe. 
This is particularly so of the entire economical region 
directly or indirectly influenced by the city of Riviere 
du Loup, 

One may say that the city of Riviere du Loup, 
situated on the banks of the St, Lawrence river, is a 
natural point of issue, logical and the most accessible 
for the entire region, including the provincial counties 
of Kamouraska, Riviere du Loup and Temiscouata just as 
well as Northern New Brunswick and the state of Maine. 

Available Means of Transportation: One 
may state that the city of Riviere du Loup is the cross- 
roads of many important routes, because, herein join:- 

lo- Route No, 2 - Montreal-Quebec-Riviere du 
Loup-Edmunston-Halifax. 


20- Route No. 10- Gaspe-Ste.Anne des Monts- 
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Ber shemercruss Se LooLy 
Matane-Rimouski-Riviere du Loup, 
30 - Route No. 51 - Maine-Transcontinental-St, 
Alexandre (situated a few miles from Riviere du 
Loup). 


The shippers also have the following railway 


lines at their disposal: 
lo - Canadian National Railways-Montreal-Quebec 
& Riviere du Loup-Mont Joli-Matapedia-Halifax, 
20 - C.N.R.-Temiscouata Sub-division-Edmunston,N.B,. 
Riviere du Loup, 

The city equally offers a very adequate air 

line base where a two flight service is offered daily: 
Sept-Iles-Forestville-Baie Comeau-Riviere-du-Loup- 
@liebeo-Mehtrea1) 

Boaveréerry service: There 18 also a ferry 
boat service run by "La Traverse de Riviere due Loup- 
St. Simeon", operating between Riviere du Loup and 
St. Simeon five months a year, effecting three complete 
crossings daily except in July and August when four 
crossings daily are in demand. The latter being more 
of touristic character and barely satisfying for grow- 
ing demands, and should the above service not exist, it 
would have to be created because of the precious ser- 


vices it renders, 
Only this enumeration of eMeia of transport 
and ways of access of which disposes the city of 
Riviere du Loup proves that it is a commercial center 
of distribution for this vast agricultural and lumbering 


region, where more than 225,000 Canadian and American 
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inhabitants live. 

North Shore (Tadoussac) - Means of Transpor- 
tation: In our opinion, the municipality of Tadoussac, 
in the county of Saguenay, on the east side of the river 
of the same name, will become very soon the crossroads 
of routes equally important and highly in use by heavy 
traffic. In fact, route No, 15, joining Tadoussac, 
Forestville, Baie Comeau- Sept-Iles, will become 
accessible to motorists and truck drivers, on its whole 
length this very year. There is every reason to be- 
lieve that the route joining Tadoussac to Chicoutimi, 
the construction of which has been announced lately, will 
be completed in the shortest delay possible, and opened 
as soon as 1960 or 1961 at the latest. 

Thus, the transportation undertakings: by 
trucks, the commercial travellers, businessmen and 
tourists will overrun the routes on the north shore 
the moment these are opened to circulation, 

Complementary Regions: 

A) Riviere du Loup-Temiscouata-Kamouraska- 
Northern New Brunswick and North of the state 
of Maine region, 

There is no point of reminding one at 
length that the entire region influenced by the city of 
Riviere du Loup has been and remains one of agricultural 
and lumbering qualities. 

The extent of cultivated lands and the selec- 
tion of modern methods of tilling allow us to foresee th 


surplus of agricultural production, much more considerab 
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in avery near future, This explains why we are 
seriously thinking of establishing, on the south shore, 
near Riviere du Loup, 4a modern slaughter house and mills 
to turn agricultural products into ready ones for the 
market .- 

The region disposes also of a superabundance 
of man power that must immigrate each year towards 
industrial centres, in the central part of the province, 
and especially towards the north shore, 

B) Saguenay Region: One may consider that the 
population of the county of Saguenay, which has passed 
from 29,419 inhabitants in 1941 to 56,655 inhabitants in 
1956, will be over 160,000 inhabitants in 1970. 

It goes without saying that this region will 
meet with greater economical activities, where the 
expenses of investments will continue to be of many 
million dollars veud>1yte 

It is an established fact that the industrial 
and commercial regions of Chicoutimi and Lake St. John, 
must and will have to import its food products and many 
more agricultural by-products. 

Support Already Assured: We have often 
eriticized the south shore population for their lack 
of foresight and their inability in taking the necessary 
measures to insure their own industrial and economical 
development. 

Therefore, representations were made by the 
Federation of Chambers of Commerce of the Province of 


Quebec to the Government of the Province of Quebec and 
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“ ANGUS, STONEHOUSE & CO. LTD. 1O0O1L7 
TORONTO, ONTARIO 


the Canadian Government. 

The Chamber of Commerce of the Province of 
Quebec, led by experts, was particularly interested in 
the study of these problems, in the course of the year 
1959-1960. In its yearly statement, submitted to 
the Honourable ieee Barrotte, Prime Minister of the 
Province of Quebec, during the month of January, 1960, 
our merchants and businessmen of the province, at once 
laid the following principles regarding ferry boats. 

"Whenever a choice must be made among bridges, 
tunnels or ferry boats, the economical 
advantages, cost and efficiency are what 
should enlighten the final decision," 

Then, talking of communications from one shore 
to the other, on the lower St. Lawrence, the following 
was recommended: 

"In the lower St. Lawrence, the communications 
from one shore to the other depend entirely 
on ferry boats and air services, It is no 
concern of this survey to analyse the advan- 
tages and drawbacks of these transportation 
facilities, But, the fact remains that owing 
to powerful economical ties that bind both 
shores, it behooves the authorities concerned 
to give serious attention to the elimination 
of these obstacles or difficulties. One cause 
that deserves special attention is that of a 
new ferry boat between Riviere du Loup and 


Tadoussac, (The needs of a Highway System 
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“ ANGUS, BTONEHOLUSE:8, co, LTO: 10018 
in Quebec", Statement to the Honourable Antonio 

Barrette by the Chamber of Commerce of the Province of 
Quebec. January 1960, page 105. 

Our merchants, industrialists and farmers 
are keenly interested in the industrial and commercial 
development of the north shore, Lake St. John and 
Chicoutimi, The agricultural production of the 
region could be easily directed to the east of the 
Saguenay via Bae Comeau, Sept-lles and Chicoutimi, 
with advantage for the consumers of these regions, 

Actually, the merchants selling animals and 
agricultural products cannot offer their goods and mer- 
chandises to the populations of the counties of Saguenay 
Chicoutimi and Lake St. John, because they must do the 
shipping by trucks and gravel over both banks of the 
river before reaching Tadoussac more than 240 miles. 
Over a certain distance covered, transportation is 
difficult because the routes, though somewhat improved, 
are still hilly and improper to heavy transport, 
especially in winter, 

The Necessity of a Maritime Bridge: There 
1s no continued communication between the two shores 
of the St. Lawrence river, east of Quebec. It goes 
to say that this great navigable waterway which should 
be an easy means of joining the two shores, con~ 
Stitutes and remains a barrier that should now be 
cleared, Tadoussac and Riviere du Loup, being as 
above mentioned, two joining points of important routes, 
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ie Seen eePube a ce. tv6. 10019 
ferry service. In fact it is known that a ferry boat 
is a floating route principally intended to be a junction 
between two routes, or a public highway system, Experts 
in the means of transport equally admit that a ferry 
boat service should be established between the nearest 
points accessible between two banks of a river, In 
our opinion, Riviere du Loup or Gros Cacouna and 

. Tadoussac, where the wharves are clear of ice and 
accessible the year round and are at but a fifteen mile 
distance, are the places best suited to establish a 
ferry service, now essential, 

Thus, in less than one hour, trucks and 
transportation vehicles coming from Toronto-Montreal 
and Quebec, from St. John or Edmunston, N. B., could, 
from Riviere du Loup reach two important highways, 
either that of Tadoussac, Baie Comeau, Forestville and 
that of Tadoussac, Chicoutimi, Lake St. John, Thus 
avoiding a dangerous and expensive drive through the 
north shore between Quebec and Baie Ste-Catherine, and 
a trip on the ferry of Baie Ste-Catherine would be 
spared, 

In mr modern economical system, the commercial 
exchanges, to be profitable, should be rapid and inex- 
pensive, Our farmers and merchants cannot understand 
why we should’ demand the expedition of their products 
to the markets in Montreal and Quebec, to be redistri- 
buted to markets next door to them, If the longitudi- 
nal means of transportation by waterway on the St. 


Lawrence river have been useful in the past, latitudinal 
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services have now become necessary. The products would 
thus be brought from the producer to the consumer with 
more rapidity, and these commercial exchanges would be 
profitable for both sides, 

The Royal Commission on Canada's Economic 
Prospects recognizes that the transportation of most 
food products will be made by trucks or railways because 
of speed and service factors, (Cf, French version 
p. 295-English version p.283), 

It goes to say that the shippers from the 
centre of the province and the south shore, will use 
carriers to ship their products towards industrial 
cities on the north shore, Lake St. John and Chicoutimi. 
The services of a year round ferry between the road that 
branches off the trans-Canada and the crossroads of 
Tadoussac-Sept-Iles-Tadoussac-Chicoutimi must be estab- 
lished at once because it has become an obvious neces- 
sity. 

The ferry boat of touristjc distinction, 
operated between Riviere du Loup and St.Simeon, for many 
years, had contributed to make of the city of Riviere du 
Loup and its surroundings a well known summer resort. 
Thus only in the limits of the city of Riviere du Loup 
there are thirty licensed hotels. Our inkeepers and 
the population wish that boat service to be upheld. 

The one which our merchants, industrialists and farmers 
demand between Riviere du Loup, Gros Cacouna and 
Tadoussac is of an entirely different character. We 


claim that after a few years, the same phenomenon will 
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7 reoccur,and that numerous industries of transformations 
of agricultural products will be established in Riviere 
| du Loup or in its immediate surroundings. 
: The federal and provincial governments pay 
subsidies to shipping companies to maintain the services 
P of transportation necessary in certain regions in the 
P country, and to increase commercial exchanges, When 
j the communications between two regions have become 
10 essential to ensure a desired and warranted economical 
i! development, the governments did not hesitate to sub- 
0 sidize or help the promoters of the needed services. 
3 We firmly believe that the government of the province 
14 of Quebec and the federal government should, for the 
15 general interest of our region contribute generously 

to the establishment of a ferry boat service the year 


17 round between both shores of the St. Lawrence river, 
between Tadoussac and Riviere du Loup. These ser- 

19 vices which will in time become self-sufficient, require 
| (investments of capitals that no private enterprise 

mT could manage. 

yy) This is why we respectfully request you to 

3 recommend as soon as possible the establishment of 

4| this indispensable and coveted ferry boat service, and 
95] that this project should be propertly subsidized by the 
%| Government. 


27 | Respectfully submitted. 
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I wish to apologize for not having appeared 
before the Commission at the Quebec sitting, 

THE CHAIRMAN; Yes, we were looking for you 
there. 

MR. DUPE: And I want to apologize, too, 
because we were supposed to submit our briefs in French, 
and I imagine it would be much more convenient to give 
it in English. 

With your permission, Mr. Chairman, if any of 
the counsel here or any member of the Commission would 
like to cross-examine the witnesses, you may call them. 

THE CHAIRMAN: Thank you very much. Mr. 
Cumming? 


MR, CUMMING: Thank you very much, 


EMILIEN L, MORIN, called 


CROSS-EXAMINATION BY MR. CUMMING: 

Q. There is just one matter, I have read 
both submissions with considerable interest, and I 
think that in the brief which deals with the matter of 
the ferry service there is the statement that this 
Commission should recommend the establishment of what 
you describe for the reasons you set out in your brief 
as an indispensable and coveted ferry service which you 
Suggest should be subsidized by the government, i 
wonder if, in the process of your preparation of this 
Submission, you have had a chance to consider the ques~- 
tion of costs of the ferry boat service which you suggest 


Should be established and, if you have had a chance to 
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et waco Gane 10036 
do that, if you could indicate to the Commission some 
idea of just how much would be involved financially 

in establishing such a service and in maintaining it? 

A. We haven't established a definite cost 
because we will have to be governed according to the 
subsidy we will be getting. What we really need is 
a boat or a ferry which will take care of about sixty 
automobiles and some vans and trucks. We haven't got 
definite figures, but it would cost probably about 
elghty thousand déjlapR ory million dollars for the 
boat. But if we can't get help from both governments, 
provincial and federal, we will have to take a smaller 
boat, which, of course, will not answer all the pur- 
poses, 

For your information, I would like to put 
in this letter. We were in to see the Prime Minister 
of the Province of Quebec, and he has given us a letter 
where he seconds this project, he approves it and supports 
it and recommends it, and goes as far as saying that 
they will even subsidize the project. 

Q. Is that an indication of the willingness 
on the part of the Province of Quebec to participate, 
providing the federal government will come in and par- 
ticipate and share some of the cost as well? 

| A. yes, definitely. 

Q. As a sort of joint venture? 

A. Yes, because we have a ferry now between 
Riviere du Loup and St. Simeon. It is considered only 


a8 a tourist ferry, but that is only four months of the 
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a eee Morin, cr-ex 10037 
(Cumming ) 

year, and on that they get, I think, $20,000 subsidy 

from the provincial government and about the same from 

the federal) government. 

Qe I take it in addition to the cost of the 
ferry itself there would be some docking installation 
which would be required as well? 

A. Derinively. We have asked for a deep sea 
wharf. We consider that the wharf at Tadoussac would 
be suitable as it is. | 

Q. May I ask whether there is any indication, 
any intention to participate in the financing of this 
at a local level in partnership with the provincial and 
federal governments? 

A. Are you speaking of the ferry? 

Q. I am speaking of the ferry. 

A. yes, it is our intention, As a matter of 
fact, we have had a meeting where it was suggested if 
they wanted to come in and subscribe, but there is 
nothing definite at the moment -- whether we will form a 
company or join with another company somewhere else which 
will answer our problem and give the service we want, 
put in whatever money we have with them, or form our own 
company and operate it ourselves, 

Q. You can cut your coat according to your 
cloth? 

A. yes, What we really want and need is 
the approval of the principle of the ferry and the deep 
8€a wharf, It is a necessity for the region. 


Q. The other questions I had Were of, the same 
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order, directed to the question of the deep sea wharf 

itself. Have you any idea of the cost that would be 

involved in that project? 

A. | No, not yet. We have, if I may mention 
it here, had a meeting, a very interesting meeting this 
morning with the Honourable Walker, Minister of Public 
Works, and with Mr, Manning and Mr. Young, Mr, Miller 
and Mr. Weekes, and we have come to this conclusion, and 
we have also made a survey last fall; they have send 
their economists into our section, and they have come 
back and said that a deep sea wharf with about twenty 
feet of water was justified. Now, we have a wharf 
at Riviere du Loup, and it was told us this morning that 
there is nothing that could be done with that one, In 
other words, we would have to have a channel, and 
with a channel you have to have an icebreaker to go in 
there and keep dredging it every year, and that is too 
costly. On top of that, they couldn't guarantee that 
we could operate in that all the year round. So we 
have agreed that the logical place was Gros Cacouna,. 

Our instructions, given this morning, were to make a 
survey there and find out exactly where the wharf will 
be located in that area, and the cost. 

Q. That would be ice-free, would it, the year 
round? 

A. Yes. 

THE CHAIRMAN: How near is that to Riviere du 
Loup? 


THE WITNESS: I would say four to six miles. 
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MR, CUMMING: Q@. And those surveys, the 
necessary surveys.which determine the feasibility from 
an engineering or practical point of view and also 
from the cost point of view, are presently being 
undertaken? 

ne Exactly. 

MR, CUMMING: That is all that I have, Mr. 
Chairman, Thank you very much, 

THE CHAIRMAN: Mr, Sincladr? 

MR. SINCLAIR: Mr, Chairman, representing 
the Canadian Pacific, I wouldn't have any questions to 
put to these gentlemen, I have looked at their sub- 
mission, and it doesn't touch on the areas on which 
my instructions rest. 

THE CHAIRMAN: Mr. McDonald? 

MR. McDONALD: I just want to clear up a 


couple of points, Mr. Chairman, 


CROSS-EXAMINATION BY MR, McDONALD: 

Q. There is a ferry crossing operated by 
the Lower St. Lawrence Company between Rimouski and 
Forestville? 

A. I-believe so. 

Q. “hat is about sixty-five miles away from 
Riviere du Loup? 

A. You are absolutely right. 

Q. Does that ferry operate the year round? 

A. No. 


Q. And I believe that is being subsidized 


by the government in some way? 
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A. I couldn't answer on that, 

Q. Now, you refer to the port of Riviere 
du Loup, you mention estimates of tonnages, and so on, 
Do you have any figures of freight charges paid on 
these? 

A. You mean the traffic? 

Qe yes. 

A. We haven't got much traffic yet, nothing 
to base ourselves on for basic information, because 
there is no accommodation at all, just a little wharf, 
and just little schooners would come in once in a while. 
They load about half of the boat and they have to get 
out and go somewhere else to complete the load. 

Q. The Clarke Steamship doesn't give any 
service there? 

A The only service they give is a tourist 
service from Riviere du Loup in the summer to just a 
few miles from Murray Bay. 

Q. But you haven't any figures on the freight 
charges? 


A. No. 


BY COMMISSIONER GOBEIL: 

Qe Gentlemen, I read your brief with interest. 
You have mentioned the serious consideration which is 
being given to your project by Parliament in connection 
with the seaport, You said that you had no figures on 
costs? 

A. You mean on cost of the wharf? 


Q. Yes. 
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A. No, we have nothing definite, We were 
told that the wharf at Gros Cacouna, a deep sea wharf, 
30 feet of water, would mean an expenditure of $3 million 

Q. In connection with the ferry I read in 
your brief that it would facilitate in connection with 
the Lake St. John district? 

A. yes, The ferry is very important to us 
for not only the Lake St. John district but especially 


on the North Shore, 


(Page 10045 follows) 
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You see, from Tadoussac to Forestville, 


Baie Comeau and Seven Islands, the road is not open 

yet between Baie Comeau and Seven Islands but it will 
be in a year or so. There is also a road from 
Chicoutimi on the north shore on the Saguenay River 

to Tadoussac and it will be a link between these two 
regions, between Temiscouata, Riviere-du-Loup, 
northern New Brunswick and northern Maine to the north 
shore and also to the seaway markets. | 

Q. I was mentioning that in connection with 
the question by Mr. McDonald when he referred to the 
fact that there is already a ferry between Rimouski 
and Seven Islands, but if you consider the connection 
between the’ Great Lakes and Lake St. John, you would 
be more direct to Lake St. John than Seven Islands? 

A. That is correct, and also the ferry 

in Forestville would not answer our purpose -= I mean, 
it would not take care of all our products, to take 
them across on an economical basis, because over there 
we would have to drive about 65 miles by road, and it 
would be about four or five hours on the St. Lawrence 
river, and we would have to pay accordingly. Now we 
can take across an automobile at Riviere~du-Loup, 
paying about $4.00, while at Rimouski they are asking 
about $19.00, and it would be four or five hours on 
the St. Lawrence River. From a commercial or industrial 
point of view, it is not practical, and they would not 
_ be in @ position to drain all the traffic from the 
Temiscouata valley and northern New Brumswick and 


horthern Maine. Northern Maine and northern New 
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Brunswick -- particularly northern Maine, are interested 
in more of a transit shipment. They would haul 

potatoes and other products from Riviere-du-Loup to 

the deep sea wharvesand they would ship from there 

to the Great Lakes centres like Chicago, Detroit and 


Cleveland. 
BY THE CHAIRMAN: 


Q.. i think we were very sorry when we were 
at Quebec that we were kept so busy there. I think it 
was Mr, Archambaud who worked us until the last minute 
of the last day we were there. We had gentlemen from 
the other part of your area, from Gaspe, and then we 
had gentlemen from the kingdom of the Saguenay, and I 
am sure we were impressed as a commission with the 
possibilities of the north shore and the Lake St. John 
country. I take it that quite a few of you are con- 
cerned particularly with the traffic that will come 
from that north shore development, is that right? 

A. And to go there. You see, they have to 
buy most of their agricultural products, potatoes and 
things like that. That would be a good market for 
us over there, but naturally we have to be competitive. 

Q@. You were in here this afternoon for a 
While and you saw that in large measure we have been 
worrying about railways and trucks, so that this is 
Something new for us in a way to be dealing with 
sea ports, but we promise you we will give it eareful 
consideration. 


A. This could be of great help to the railway 
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because they could have the piggyback service right 


into Riviere-du~-Loup and across. 
BY COMMISSIONER MANN: 


Q. To keep the record correct, you have 
mentioned the kingdom of the Saguenay, and I feel that 
because Mr. Levesque who was a member of this delegation 
is unfortunately absent, I should make reference to the 
republic of Madawaska. I have a number of questions 
for Senator Cyr, if I may ask them. 

MR. CYR: I would be very happy to reply. 

Q. Unfortunately, your pages are not 
numbered, but I think we can find our way through the 
brief together. I am sure we will. On the second 
page of your brief, in the fourth paragraph, you say: 

"The industry that would benefit the most would 
be the potato industry by utilizing seaway water 
transportation to reach middle west markets which 
are accessible to us only on a limited scale due 
to transportation rates." 

I presume that what you are now saying is 
that most of these table stock produced in Aroostook 
county would be shipped out by rail? 

MR. CYR: That.is right. In the following 
paragraph it says: 

"At present, Maine ships in those areas approxim- 
ately 3,800 cars of potatoes annually." 

Q. How far in the middle west do you reach? 
Do you go past Chicago? 


MR, CYR: Right now it is just about the 
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limit. Right now our shipments to Chicago represent 
about one per cent of their consumption -- approxim- 
ately .3 per cent. 

Q. Could you give us an indication of when 
your peak movement takes place -~ what months of the 
year? 

MR. CYR: The tables or the shipment figures 
show that the months of November, December, April, 
May, June represent approximately 50 per cent of our 
total shipments. 

Q. Within this 50 per cent, Senator, 
is it not true that you start off with a slow start 
around the fifteenth of September and you build up 
to a peak movement by about December or January 
and after that your peak drops off to a valley again, 
doesn't it? 

MR. CYR: No, the real peak comes in March 
and April, and then it begins to taper off in May and 
June. Might I add that there is another development 
which is happening along that line. I believe you 
are referring to the ice problems during the winter- 
time. There is at present a chemical which is being 
developed for delaying the sprouting period of the 
potato, which enables us to market potatoes in July 
and in fact even up to August -- which would probably 
answer the question that you probably had in mind but 
did not express in the question -- of ice. 

Q@. The question I had in. mind, Senator, was 
Simply this. Water movement into the Great Lakes is 


barely possible after December 14, and the period from 
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about December 14 -- give or take a week -- to about 
the end of April or the end of March at any rate --- 
say, Aprii, That is about the season of water move- 
ment. What if you were to use water movement? You 
would have to shove most of your production into heated 
warehouses somewhere around the Great Lakes? 

MR. CYR: There is already a company -- in 
fact there are two companies, two of the largest buyers 
of potatoes in the United States -- that have contacted 
us in regard to this development, and they have told 
us that if this development should materialize they 
are ready to put in large warehouses to stockpile 
potatoes during the free ice season, in the fall of 
the year, and then resume in the spring. 

Q. The storage cost in those warehouses 
would likely be higher than the farm storage cost; 
would it not? 

MR, CYR: Possibly. However, you would have 
only the marketable quality in those -- the table stock 
-- you would not have the field run. You would have 
just the marketable potatoes. 

Q. What you refer to as culls? 

MR. CYR: There are culls, of course, and 
there are seconds and there are bruises and there are 
Sunburns and all kinds of off-grades. 

Q@. So when you make your transportation 
rate comparisons you must bear in mind, I suppose, the 
fact of increased storage at destination? 

MR. CYR: Yes, that would have to be taken 


into consideration. However, in the marketing of 
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potatoes, normally the price is lower in the fall of 
the year, in November, for instance. I am not saying 
that it is always so, but historically it is pretty 
near 95 per cent, I would say, lower in the fall of 
the year, and as such they could fill their warehouses 
and then, of course, sell later on at the higher prices, 

Q. Do you think that the presence of 
extremely large stocks right at market would be a 
depressing influence on the price in that market? 

MR. CYR: No, not if it is controlled by some 
a these big companies that have quite an influence 
on the market. They will release only as the demand 
“is there. 

Q. Ihave a few more questions, if you 
will bear with me. We will have to number these pages. 
On page 3 of your brief, in the very last sentence of 
the first paragraph, you say: 

"The freight differential on this market is 0.18 
want's per 100 pounds." 

But you do not say in whose favour? 

MR. CYR: Yes, I noticed that too. In our 
favour. 

Q. In favour of Maine? 

MR. CYR: Yes. 

MR. CUMMING: Is that 18 or .18 cents? 

MR.CYR: Eighteen cents per 100 pounds. 

COMMISSION MANN : Q@. The same holds true, 
of course, for the other figures? They should all 
be cents? 


MR. CYR: Yes, that is right. 
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Q. Now, that is one where there is an 18 


cent freight differential in your favour, and you do 
not have any trouble selling there, but I notice 
that Idaho comes in with 21.4 per cent into the Detroit 
market, whereas you, in spite of the freight differential, 
only have 14.2 per cent. Why is that? I am referring 
to the last sentence: 
"In Detroit our percentage cf the market is 14.2 
per cent, while Idaho comes in with 21.4 per cent. 
The freight differential on this market 0.18 cents 
per hundred pounds." 

MR. CYR: I believe the 18 cents is in their 
favour in that particular one. 

Q. Then we had better change that in the 
record. Jt is in favour of Idaho? 

WR, CYR: Yer. 

Q. Now, taking this the other way and going 
to Chicago -- Idaho has a 20 cents per hundredweight 
favour in the Chicago markets. It is your hope, is 1% 
not, Senator, that by way of cheaper water shipments 
you could reduce or eliminate that differential? 

MR. CYR: That is right. There is a very 
definite trend in the amount of market that we have, 
as you can see from this, and these have been taken 
from the U..S. D. A. reports. There is a definite 
trend between the market that we have and the cost 
of transportation, which leads us to believe that if 
we did have access to Chicago, let us say, at vhe 
Cleveland rate we can assume from that that we would 


certainly increase our shipments to that area. 


ttomted contd cdot dao tq 4.f8 alte me ae 
siiners ris sigkon? ott 30 atten AL wo 
gniemetos mat tists eimeo, 10g SuBE ay. | 

| . ni eel pata 
S.AL sh ‘asa au saad ae 

| tres nog 4.18 dtlwont semen osisbl eer 
(etooo SL.0 Jeoimem ett oo, Lebdnerettth gigies? ent 
| | |  S yieibenssog berbaust rece 
yharld rik os ciades ‘BE ond ovetLed Dr 2FYO AM aw esti 
«900 talvol seq tadd mb . 
| eid ot vent agredo retded bed ew pred ah ’ als 
SodebE Yo ‘wovet ot at tL, prope 

a M0Y ALO AM apne as 
| gaton bas Yew rerio ‘end eteld BLASS, .WOK 0 | 
Iigrowbexbevd x9q etaeo 08a ear ofahl «= oxen 8 

dh et ~eqod wuoy et ¢I .ateottam ogeobdd /ed? ot soa 


he 


etnonqina rodaw seqeedo to Yaw, Yd dand ,tosene’ dC 


. fielkicerel%Ls gens adenimile to,eoubes blucs ; 
yrev 6 at ered? .degts ef edt AKO AM os ee 

.oved ew dere sooltem ‘to seyvoms anit nh bnext stia ret 

‘iolet aeed wesc eacrit bis .aldt mowd) ese) 1b9 woe E 

ettabied s ef.sres? .edmoqoripAe.@ .2.,U edt me + 

Jaco oft bom -aned ow Yards. donlsam ont aeewted bas 

sa it Sects ovahied eteau absel riotdw <notdstsoqensrd % 
orig JS .¥eo am Jal ,oggotdd of azeoos svar 
bluow ow tedd tai? mot eoveas neo ow eter boslev 


.so%e tend od, etaemgida wo easetont val 


ANGUS, STONEHOUSE & CO. LTD. Cyr 10052 
TORONTO, ONTARIO (Mann ) 


Q. I have read that report of the Dewrtment 
of Agriculture and I am quite familiar with it, and I 
think you have represented that very well. Now let us 
take a shipping point in northern Maine. Is New 
Sweden a representative shipping point? 

MR. CYR: No, not necessarily. It is a little 
off centre from our main traffic. 

Q. let us take Caribou, which is the centre 
of the county, or if you wanted to, you could take 
Van Buren. 

MR. CYR: Caribou is a good one. 

Q. Yes. What is the distance from Caribou to 


Gros Cacouna? 


(Page 10055 follows) 
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A. Approximately 125 miles, 

Q. And your proposal would be to truck the 
potatoes from Cariboo to Gros~Cacouna? 

A. Either trucking it by piggyback on the 
railroad, Now, Cariboo and Presqu'Il have a rail 
connection direct and also Vanburen has a rail connectio 
with New Brunswick and, of course, that all depends on 
the rail, this piggyback system and on the trucking. 
There is a firm now in the country, Cole's Express, 
that has shown very serious intention of going in the 
fishyback movement if these facilities are approved, 

Q. Would you have any idea what the rate 
would be by, say, Cole's foraround 125 miles? 

A. No Inder? t. 

Q. Would it be higher or lower than 20 eaate 
per hundred pounds? 

A. I have no idea at all; to be sincere with 
you, 1 have no idea what the rate would be, A lot of 
this, of course, is speculative. 

Qe Oh, we understand that. Now, my ques- 
tions are merely directed to see what we can explore 
together because that way we can --- 

A. The previous meeting here they talked 
about piggyback shipment, I don't know how familiar you 
are with fishyoack movement but they no have a 
new trailer truck where they can take off the under- 


carriage and stack on the back of a ship three crates 


‘ ae : ; ‘ 4) etions 
high. ‘This is already in existence in some secti 


+! 

; | v Wey 
F | «eollon esr yet 

add wewrd of od BfvoW Enact i a 

 Sprwooe)-acrd of ‘ood 


om 
ade no Aondynata yo ot cobslenn “nertd.ta 


7 mide ee 
| [ier 2 over tT ypeer’ bre ood ktso oH 
hottpaanos fter 8 aad nemdns¥ cals. bre geettp notios 
| so abaeqeh [le tatt ,~satwen, Io bite Wolwacwd ¥ 

| sanioiound sad -ao BAe mete ye doadyastq eld? then’ . 


,paorgx® atefod ,yrdéauoo ed? wl won qt? 7 ® 9 ‘ 
Ore 2" a a 
) ait at gatos to neldnednl euyolsee yisv — ead Jans 
. 


Pi 


»bevotaqgse ena sshtifins? seedd at texentevon fone 


o 


bane “4S 


| 
eter odd dadw sobt yma. oven woy bIuoW 
tm @Sf Bewowtot a'efod ,¥se vd ed £ 


~2'meb I sou oA 
sdiiss OS medi? toewol se engi ed 3t BSivow +8 . 5 ‘ 


) 

| 

| Tabauog a 
: ay 
we etsoote sd od ylie 38 ee6f on evad 1 ah 
/ 
| 


@ 


to ¢ol A od binow stet oft vanw sebt on sved z ot) 
ee 
svitsluosge at eearvoo TO Qt tee 
. 
Tm 


~BSup yo . WOU ted? bosteteba ew .f0 86.2 T, 


7 
axalgx® mao aw tadw see ot betoortb ylorem S16 7 
--- 189 ow yaw daddy Ssavsoed 19. 

beiied yotd sien sotdeam euolverg eT = LA 
wake T6Lidne wor worl t'aob I « tnomgica soarcana om 
£ 9ved won yortd Jud Sremevom woacyiat? gw 
“reba sav ‘Yio suey nao yer resin wound ad 
Betsq eet! qids 8 to atisat ae dost bas | 


anoltoge atoe wr at outa at 
1 ay : wv, a - 


, 
1 


ee eReNTO. ONTARION. eee 10056 


and that will be the type of trailers we would be 
interested in going into. Can I make a few remarks 
here? If you look at the map on the wall here you 
can see the geographical location of Maine in relation 
to the province of Quebec and New Bruiaswick and 
particularly with relation to the seaway. As you can 
see, we are only eignty miles from the seaway and 

that is the only access Maine has to the seaway. That 
would bé a back door to this new one just put in. 
Now, on our grain shipments, for instance, if you take 


Riviere-du-Loup and go around the Guif of St. Lawrence 


back to Portland it is five days by navigation and 


for Maine fromthere instead of bringing it down from 


Duluth? 


this would cut it to about two hours. 

Q. Coming to that grain, you are familiar 
with the new elevator at Seven Hills that is put up 
by the cargo grain people? 

Aiy YAR. 

Q@.. Would you not be able to draw grain stock 


A, Yes, it could be. 

Q. Just a short haul across the river? 

A. Just fifteen miles from Gros Cacouna 
to Tadoussac. 

Q. Your feed grain users in Maine, your 
poultry business is mainly in the southern part of 


Maine, is it not? 


Q@. So they would be the people who would 


| 
A. That is right. 
use more feed grain than anyone else? 


sitanat wet 8 pn I aso 
voy stad LLaw odd ao yom ors: $a 131008 poy. a 
notiveales. at salam Yo sotdesor: ‘Teotdqerg0e3 ‘end i 
ous stotwaduet well oa sedeu— to ‘edutverd of 7 

mao voy eA | -yeweoe ot oF aotdelet dtiw Uius, 
bos yYowsee oft movt eslim ystdgte vino ore OW 
Seuft .veweee of? ot eed oc Lia see00s8 yino add 2 
of dug dau sto won efdd of toob soad & od bivor 
ied vor tL .sedetecnt tol ,etdnemgide ntemm wo hese «wo 
sonetwel .32 to “tu eld bawots oy bas quot -ub~ rot 
bes ote jiven yd syab evil ak gt bratdrot of 
.awou ows dueds ot a2 tus biwow & ' At 
veil ios’ sve voy ,nteta Jads OF antmod” «$ ofng ‘ 


qu tug al dads ellin aeve® dm motsvele wen edt aiiu 
aah en 


foLgoog alerg ogiso ari 

oBOY «A . 

dooce otata wer of olde ed gon poy BLuoW «9 ja - 
not twob cf gthyntad lo beedent ered? m62% ota 2 


$$ -__ —-——- 


ed Bivos gL ,beY oA na 7 
fyevit sd¢t eno'vros {usd Miera B Jeu 6p ef 
enveoo8) sor mort selim moet tts Jack VA), 


.osseuoba? of 
Sd 


qoy ,eonleéM at stroan mista beet wwoY . 
r 
Yo ttaq areddwoa ont ot ylotam ef sesataud yaslue 


tgon tL el ,on 
Pw 
etdytt at ted? ~A 


bluow ow efqoeq edt ed Bluow yer? o8 4D _ 


Yeuls enoyas mand niasy ob 


"9 me 


eee sronsieven & fo, L70, 1 Pd 1005 
P Mann 


A. Not necessarily. Just referring back 
again, as you can see, Aroostook county, which is the 
largest county in Maine;we haw been geographically 
isolated since history began in that section and as such 
we have had no access except through the other way. 

I used to be an agriculture teacher before I went into 
business for myself and as such we preached diversifica- 
tion to our farmers but we were never competitive in 
apse areas because of high transportation costs which 
were no fault of the transportation system,either the 
railroad or the trucks. It is just a fact -‘that we 

are geographically isolated, it is just the nature of 
the location where we are. 

THE CHAIRMAN: You should have joined Canada. 

MR. CYR: Yes, exactly, the same situation 
as the are opposite to where we are. As such we 
are naturally very much interested in a cheaper route 
to markets, suggesting the Great Lakes which represent 
35 per cent of the population of the United States or 
approximately 55 million people. It would be very 
feasible or there would be a large potential in the 
markets available either for importation or exportation 
as well as the people of New Brunswick and the province 
of Quebec from that section. 

COMMISSIONER MANN: Q. Thank you very much, 
Senator. Now, I have another question for one of the 
other gentjdemen. This is on page 15 of the part of 
the brief that was submitted over the signature of 
Mr. Morin, Om page 11, Mr. Morin, you say that 


more than 35,000 tons of peat moss worth $200,000 are 
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exported to the European and United States markets. 
Turning to page 20 of the same brief you mention an 
American company which is a subsidiary at Riviere-du-Loup. 

MR. MORIN: Yes, 

COMMISSIONER MANN: It is my understanding 
that Premier Peat Moss is having difficulty competing 
in the Great Lakes market with European producers, 
chiefly German producers who bring. -the-peat moss in 
bales, so I can hardly believe when I read the brief ‘tha 
the same company had imported European moss. 

MR. DUPE: There is a mistake there, Mr. Mann, 
and I have met the president of Premier Peat Moss at 
he mentioned this mistake. May I have Mr. Morin file 
a letter from the Premier of Quebec in order that it 
may be part of the record? 

THE CHAIRMAN: Yes. 

MR. DUPE: And Senator Cyr has a letter from 
the governor of the State of Maine that we will like 
to put in. 

MR. CYR: Mr. Dupe is insisting that I am 
the governor, I guess. This is a letter by the governor 
Governor John Reed of the State of Maine endorsing 
this project. Our previous governor, who died very 
suddenly the last day of January, was heading the 
Maine delegation at the Riviere-du-Loup demonstration 
that we had last fall. He had at that time endorsed 
the project with all the strength that he had. In 
coming through Augusta last week I asked the governor 
if he would not give us a letter of endorsement which 


he ;did and I would like to submit a copy here. 
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THE CHAIRMAN: ‘That can be taken into the 
record. 
STATE OF MAINE 
OFFICE OF THE GOVERNOR 
AUGUSTA 


March 24, 1960 


Honorable John Diefenbaker 
Prime Minister of Canada 
Ottawa, Ontario, 

Dear Sir: 

3 Senator Edward P. Cyr of Madawaska has asked 
me to write you concerning the thinking of we in Maine 
concerning the deep water port at Riviere du Loup. 

I am most happy to oblige in this request, as 
we in Maine have long felt the need for an access to 
make full use of the great St. Lawrence Seaway. The 

development of such a port will have impact to Maine, an 
I am sure will likewise benefit the Riviere du Loup area. 

I am most happy to endorse this project and 
Will appreciate any consideration your government can 
Bive it. 

Sincerély yours, 
"John H. Reed" 


John H. Reed 
Governor. 


COMMISSIONER MANN: I have one question that 
I would like to ask. I think two or three years ago 
the Maine legislature voted some money for a voad from 
Aroostook county into Quebec. Do you think such a 


corridor road would do harm to the project you have in 
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mind? 
| MR. CYR: We have been hearing the last two 

or three pears Quite a bit about east-west roads that 
will develop the State of Maine and this and that and 
the other thing. The corridor road has - 

COMMISSIONER MANN: That is one of them, but 
another one up north = 

MR, CYR: It is & main Quebec highway, as you 
can see coming from the northern part of the county, 
Madawaska which is opposite Edmundston, yoti will see 
the reason why we are opposed to that. Now, I do not 
know just how much detail I can give you on that and 
yet give you my reasons, but let us just take the dis- 
tance. The proponents of this highway claim, for 
instance, that it would cut transportation distance 
from Presqu'I1 to Quebec for the transportation of 
potatoes. Now, I submit this, there is approximtely 
200 miles from Presqu'I1 through that undeveloped road 
to Quebec. Now, Presqu'I1, if we use Presqu'Il as the 
Starting poitt and Quebec as the destination, the game 
as on the other way, there are approximately 40 miles 
more the other way but it is through a developed 
highway and also you have tourists all along the St. 
Lawrence river towards the accommodations and it is 
already an existing highway. Now, the cost of this 
road has never been fully discussed and it would be 
@ tremendous cost to the county of Aroostook which would 
bear the brunt of that cost. Now, they also told us 
that we need an eastewest highway because the economy 


of Quebec, the province of Quebee and the economy of 
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the province of New Brunswick is closely tied up with 
the economy of Maine which I highly endorse. That is 
where we are stopped because I refer to this, it is 
purely and essentially a wilderness. Now, what are 
we going to develop in that area, the railway could 
not go into that area? Is it because we need more 
farmland? I don't know how well you are posted on the 
soil bank in the United States but it is a program 
under which the federal government will pay the farmer 
so much an acre for retiring his land from production 
and in my section. of the St. John river which brings 
it the seriousness of this potato industry economy 
that I have talked about, 39 per cent of the farms are 
now unloaded in the soil bank or retired in the soil 
bank so if you have retired 39 per cent of your farm 
land that you have spent millions of dollars, and it 
will cost that to develop a road through the wilderness 


to open your new found land. 


(Page 10065 follows) 
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Q. That certainly gives us the other side; 
we have heard one side earlier, I have one more 
question for Mr, Morin, On page 7 of the Ferry 
Service brief, you mention that the wharves at Rivi'ere 
du Loup or Gros-Cacouna and Tadoussac are clear of ice 
and accessible the year round, Is the river itself 
ice free -- is the centre of the river ice free? 

MR, MORIN: Oh, yes. 

Q. You would have no trouble? 

MR. MORIN: No. There have been studies 
made by the government two years ago, and it is recom- 


mended by the department. 


BY COMMISSIONER PLATT: 

Q. I am not sure whom to address the ques- 
tions to, but I want to get some idea of the area, As 
I understand it, on the north side of the river you have 
a great forest and industrialization -- paper making 
and mining, and that sort of thing; and on the south side 
of the river it is primarily agricultural land? 

MR. MORIN: That is right. 

Qe And you are trying to move the agricultura 
products from the south side across to the north side? 

MR, MORIN: That is right. 

Q. And you have said this can be a year-round 
movement, if you have the ferry? 

MR, MORIN: We have to have a year-round move- 
ment because if you start business with some of the firms 
and you can only supply them for three or four months, 


they say, "That is no good," and they get their supplies 
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from Quebec or Montreal, They say, “You are just a 

fly by night.” 

Q. Yes, that is why it is so important that 
you can keep it open the year round? 

MR, MORIN: yes, we can, 

Q. And those people now -~ they get much in 
the way of agricultural supplies from you, or do they get 
them from down river -- Montreal? 

MR, MORIN: They get some from us; not a big 
percentage, The way it goes now, we ship most of our 
products to Quebec and Montreal, and then it is shipped 
back there, So, you have to add about a thousand 
miles -- the cost of that -- before it gets to the 
consumer, 

Q. If that is the way it goes now, you could 
afford to charge a fair toll on this ferry and still be 
able to carry on trade? 

MR. MORIN: Still be competitive. 
Q. Yes, still be .compatitive? 
MR. MORIN: yess 


Q. Thank you very much; I was very interested, 


BY COMMISSIONER GOBEIL: 

Qe When you mention that you looked at the 
map and you say that from the northern part of Maine to 
Riviere du Loup is two hours, and the other way it is 
fifteen days, I was thinking also of down to Quebec City: 
is there a good percentage of your potatoes --- 

A. No, there are only 3800 cars, We produce 


between 45,000 and 50,000 cars a year: so, 3,800 would be 
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a very small percentage, 
THE CHAIRMAN: It 1s less than ten per cent? 
‘THE WITNESS : Yes, of the consumption. 
COMMISSIONER GOBEIL: Q. But you have from 
the state of Maine, which is not 475 miles from Quebec 
City --- 
A. If Quebec City wants potatoes from us 
we would be very happy to ship them, They are buying 
right now during the shortage in Canada. Somebody gave 
the number of tons that came across from Madawaska, at 
some meeting yesterday, and I have forgotten what it was, 
but it is quite substantial so far. 
Q. I was not referring so much to the market; 
I was referring to the fact that your potatoes could be 


put on the wharf in Quebec City -- on water transportatio 


pan a Quebec port? 


Ae You mean to haul it to Quebec City? 

Qe No, it would come from Quebec to the 
Great axes region. 

A. You mean, instead of having a dock at 
Riviere du Loup, there would be one at Quebec? 

Q. Yes, 

A. Well, Quebec is 120 miles from Riviere 
du Loup, 

COMMISSIONER BALCH: By water? 

THE WITNESS: No, by road; which would increas 
the transportatimthat much, and when you transport it 
that distance, then you are not competitive any more. 


If you are only eighty miles, as we are, from the 
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Riviere du Loup section, you can be competitive, 


: THE CHAIRMAN: Well, gentlemen, we are glad 
; you came and glad to have heard your submission, 

: MR. CYR: Could I make one more remark, Mr, 
Chairman? 

THE CHAIRMAN: yes. 

; MR. CYR: Our major industry in Madawaska is 


fraser.Paper, which is a Canadian company. They make 
the pulp; they have a big mill at Edmunstun and they 
blow that in tubes across to Madawaska and finish the 
paper on our side. We have one machine that works 
pretty nearly the year round for Sears Roebuck catalogue, 
and the Sears Roebuck catalogue is printed in Chicago, 
I would like to submit that for your consideration. 
Some day maybe that will be the difference between 
being competitive with another mill or not. 

THE CHAIRMAN: Well, we will adjourn now 
until ten o'clock in the morning on April the 25th, 


1960, in this room. 


---Adjournment, 
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Ottawa, Ontario, 
Monday, 
April25 , 1960. 


---On commencing at 10.00 a.m. 


THE CHAIRMAN : Order, please. Now, Mr. Sinclair 
you have some information to file. | 

MR. SINCLAIR: . Yes.. Mr. Chairman and members 
of the Commission, what I propose to deal with now are 
vardous requests for information that have been made | 
by counsel and under ‘direction of the Commission in one 
instance, I think; since the commencement of the hearings 


A number of requests have been made and the’replies are i 


the record and these are the balance outstanding up to 


date. | 

| The first one is in volume 12, pages 1636, 1637 
and 1638 where Mr. Mauro requested Mr. Edsforth to add 
to Exhibit 49 ‘information concerning westbound commodity 
rates. These are commodity rates on specific articles 
SMa eeci fic ‘pointaiin eastern Canada to specific points 


in western Canada at various periods. So that the 


matter could be dealt with expeditiously and without too 


much volume I have selected the date of September 1, 18994 


that is when the rate reductions provided in the Crow's 


‘Nest Agreement of 1897 became fully effective and 


September 13, 1920, which was the highest point the rate 


reached before the changes that flowed from the 


_ legislation of the 1920's and the present rates. Where 


there was no movement Ihave indicated it and I have’ also 


included a pe icine for remarks for each of the specific 


commodities. There were eleven commodities. I would 


like to have this filed,with your permission, as 
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Exhibit 49A. 


---EXHIBIT NO. 49A: Additional Information 
eke Concerning Westbeund 
Commodity Rates as requested 
by Mr. Mauro in Volume 12, 
MR. SINCLAIR: We will make certain that everyon 
receives copies of this. 
| “The next one is in volume 19, page 2623 where 
the Commission ruled that a statement showing the revenue 
of--Canadian Pacific as derived from investment in the 
Consolidated Mining and Smelting prepared and set up in 
statement form and an exhibit prepared. This has been 
done and I would like to file as Exhibit 122 a statement 
showing the pevenue from Taretvaene in the Consolidated 
Mining and Smelting Company of Canada Limited as from the 
years 1906 by years through 1959. 
---EXHIBIT-NO. 122: Statement Showing Revenue 
: ' from Investment in Consoli- 
dated Mining and Smelting 
from 1906 through 1959. 
MR. SINCLAIR: The next one is in volume 21 at 

page 2913 of the transcript, Mr. Cooper was examining 
Mr, Smith who, you will recall, was a witness called 
by the railways. Mr. Cooper referred Mr. Smith to page 
4918 of the transcript and he asked him whether Mr. Smith 
knew the yield from the collateral trades. bonds of 
Canadian Pacific which was rated Ba by Rooey s for the year 
1957 and also, for’ ie year 1958. I undertook to my 
friend, Mr. Cooper, to supply that information. I would 
like to file as Exhibit 123 this information which is 
‘|@ statement entitled "Canadian Pacific Railways Yield on 


Canadian Pacific Eighteen-¥Year and Twenty-Five-Year Bonds 
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for. 1957 and 1958". The statement shows the manner in 
whieh: the yields were calculated. 
| Also in Volume 21 again Mr. Cooper meat ieee 

ing Mr. smith, page 2918, Mr. Cooper asked, referring 
to the schedules 13 and 15, he brought to the attention 
of Mr. ‘Smith that. retained income on schedule 13 of 
Mr. Smith's exhibit showed $730,571,549.00, and the 
“ordinary stock in retained earnings as shown on 
Behedu'le 15 were $847, 107,330.00. He asked Mr. Smith 
to explain the difference between the figures and at 
ay 2920 Mr. Smith said that we could Ee am a Fo eone it 
iation of ‘the figures, ‘and that he would be glad to have 
that done. That bas been done and we have prepared a 
statement of reconciliation which shows how the 

$730 million-odd with the additional certain specified 
Atens which are quoted become $847 Pia is should 
say a the Commisgijon that this statement I have. just 
ae to is in eeaecdancs with the way Canadian 
| Pacific reports pursuant to’ the Railway Act to the Board 
and D. B. S. That is the $847,107, 330.00 igre. 
That wiil be Exhibit 124 and it is entitled "Canadian 
‘Pacific Reconciliatign of Items, Ordinary Stock and 
Retained Income Balanced Schedules 13 and 15 of Exhibit 
i. | 

~~-EXHIBIT NO. 1243 Canadian Pacific Receneilia- 
US HAon. of Items, Ordinary Stoek 


and Retained Income Balanced 
Schedules 13 and 15 of Exhibit 


ee 


MR. SINCLAIR: The next one arises from volume 


21 at page 2945, Mr. Dickson, on behalf of his qlient 
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examining Mr. Smith, asked’ if Me. Smith would mind 
checking the Baa rating of Moody's. This was a question 
of the language that was carried in the way the rating 
was set up. We have checked that and the language as 
shown in schedule 3, sheet 3 of Exhibit 75 to which 
Mr. Dickson referred, and asked us to check the language 
_ is correct and is correctly set out in the schedule. 
No change is necessary... 

Volume 21, page.2947, Mr. Dickson examining 
Mp. Smith said, referring to page 7 of Exhibit 75, that 
ur. smith therein had indicated certain United States 
securities or fairly recent issue and he asked to be 
Supplied the maturity. dates for the last four or five. 
Me. Smith undertook to do that and that information 
has been developed from the United States and is as 
follows - possibly I could read this into the record: 

1. Virginian and Southwestern Railway Company 
issue March 7, 1958, 43, 5 million, rated A by Moody's, 
maturity date March 15, 1983. 
2. Chicago, Rock Island and Pacific issue 

March 13, 1958, 53, 16 million, rated Baa by Moody's, 


Pat 


maturity date February 1, 19383. 


3. Virginian Railway Company issue May 2, 1958, 
| HM, 12 million, rated Aa by Moddy's, maturity date May 1, 
1983. 

4, Southern Railway issue July 16, 1958, 
a, 22 million, rated A by Moddy's, maturity date August 1 


} 1988, 
The next, Mr. Chairman and member of the 
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of the transcript at page 3548, Mr, Mauro was referrin 
to page 20 of the precis of that evidence prepared by 

Mr. Roberts and he said, referring to the city of Regina 
to the lakehead, the revenue per ton mile at the proposed 
rate on grain of 40 cents per hundred pounds weuld be 
1.03 cents per ton mile. The proposed rate from the 
Regina group would result in lower ton mile revenues from 
branch line rate and Mr. Mauro said he wondered if 

Mr. Roberts could calculate and give the Commission the 
per ton mile figure from Winnipeg and other Manitcha 
points at the proposed rates the same as was done for 
Regina. He said he did not want it right away, we could 
get 1t later and we have done that. I would-ask to file 
as Exhibit 125 a statement entitled "Request bY Mr. Mauro,| 
Volume 25, page 3548, Revenue per Ton Mile on Grain from 
Winnipeg and @ther Manitoba points to Fort William at 
Rates Proposed by Canadian Pacific." 

---EXHIBIT NO, 125: Statement Entitled "Request 


of Me. Mauro, Volume 25, Page 
3548", 


MR. SINCLAR s I should say to the Commission 
that these revenue per ton mile figures run from Ashbury 
at 1.12 cents per mile, “Kirkella right near the boundary, 
2.16 cents up to a high of 1.34 cents per ton mile at 
‘Marquette, Manitoba, It will be noted that the points 
we have taken in Exhibit 1 to 5 are main line points, 
| and the reason we did that is for equidistant mileages. 


in the Manitoba area the way the rates are blocked they 


' 
‘ 


\ f J a 34 ce | 
make the same’ rate to the lakehead and in this respect 
in the way the rates are made there is a slight difference 


between the situation around. the Winnipeg and Brandon 


7 
a 


ba lve ter ew otiiaM . of SURE eagnq ds ¢ 
qd bewmgerqg sonebive Jadt to whosig anit = 


ue 


nipeh te ytlo sit os Sakerene% bias oa Das? re 
- 

! hepogotg aid te olla mot sq oveswer odd bssrien = 

. ed biupw eheuo@ bethaat req eda OF ‘to giterg a 


6 
— 
LB! 


7 ay 
xh 
<r! - 


| gf4 most staw beaogorg etl elim aov teq a 
) eye oi 
| mors samavey Slim not wewel ak dfiweer BLluow GOT: | 
| tt boa ow af Dies ome .oM bee etsa onmkl 
uolaectmmedD ofd evie Bee etefmolse Bivoo oun a 

ito boa gsqtnttW most sug tt olin not 

) ‘ esy es <mee oxi? ax beacqorq edt ” a3 
Lu iW 41 , 3ngte 2f dusw dom BLD ed bisa oH <8 
fit od dee biwow 1 -tatt suoh svaa ow bas redel oh 


oswalt at 3 tecuped” beitlee dxemedecds ear stds 


moat abet om im aot wea sun even ,B42E eseq .aS ecmeh 
if 


= 


ty anil ii 20% of adyhog adodinat redd® bas geqtae 

" sittost gatbaned yd besogoxt eed 

aaupsan 7 Cita tnagatade + @Si sO TIGIES a+ 

: ‘ . tak : Teh . oi y .w 

yO) | ‘s6 Dbivode I :AHIAIOWIE . 7M 
| ‘trees ol Gea tinkt efima sod Teg sunover saedtt 
WWtabot sex iets etteieEt oft seq admes st. 
ned Je. Yo agid #2 of qu atnes Ob 
ed [fiw 4% .adotineM .sdsew 


oh 2 
~ 
~ 


.ataiog eall aisn ot# ot L tidlsixd at oopolad 
| .ispast te-sifatatilups set ef sang Bib ow 1038887: 
| tools ans aecher ed? yew odd sets avodiaah 
| t ae aLdi wt bos baeeolel act of evat ‘omse ed 
pone rettlb digile * et exeis ehbam ets aoteT estd yew 3 


. Bade = 
qobaeii Sas aegiuniW ed? .bquorte ae rr 


6 


ANGUS, STONEHOUSE & CO. LTD. Sinclair 10075 
TORONTO, ONTARIO 


areas than there is with respect to the couple of points 
in the Regina area where, because of the way the blocks 
are, some of the branch line points are a fraction higher. 
But, you can find the same thing in Manitoba because it 
necessarily has to be that way from the blocks and it 

is just that we did not spend the time in searching it 


out. 


(Page 10079 follows) 
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The next request was one from Mr. Doherty 
on behalf of his client the Province of Saskatchewan, 

In Volume 25, pages 3610 and 3611, Mr. Doherty 
was referring to page 23 of Mr. Roberts' precis showing 
the comparison of proposed rates for the movement of 
western grain to export positions with the present rate 
for comparable distances by the movement of grain from 
various shipping points in the United States to export 
positions Duluth and Seattle, and the Commission will 
recall that in the United States domestic rates and the 
rates moving to export positions are the same, Mr. 
Doherty requested Mr. Roberts to Supply the present 
Canadian domestic rates that would apply to the mileages 
Shown of the export movement, United States versus 
Canada. 

Now, that evidence that Mr, Doherty was refer- 
ring to was Exhibit 85, and I would request the Com- 
mission's direction to file, as Exhibit 85-A, the 
comparison requested by Mr. Doherty. 
oe -exHIBIT NOS *85<h: Statement entitled "Request of 

Mr. Gordon Doherty -- Volume 
25, page 8610." 

MR, SINCLAIR: Exhibit 85-A is a statement 
Showing the present rate on wheat from points in western 
United States to Duluth, Minnesota, and Seattle, 
Washington, versus rates from equidistant city points 
in western Canada to Fort William and Vancouver and 
Canadian domestic grain rates for United States miles, 

I should state to the Commission that I am 


indebted to my friend Mr. Doherty for drawing this 
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comparison to the attention of the Commission, LG 6 

a comparison that had not Occurred to me to make and 

it shows the general comparability of the domestic level 
of rates in western Canada with the United States rates, 
and is further, in my opinion, Justification for the 
evidence submitted by the company to this Commission. 

As I say, I am indebted to my friend. 

In volume 25, at pag 3615, Mr. Dickson asks 
what was the approximate volume of grain per year in ton 
miles that moves at domestic rates from western Canada 
compared with the volume in ton miles for eastern Canada 
moving at domestic rates, That, of course, would be 
comparing domestic rates on grain and grain products in 
the west wth the volume of domestic traffic on grain and 


grain products in the east. There were, following that 


request, certain consultations between Mr, Dickson and 
myself that are recorded, and we have found that we cannot 
develop without a Special study -- which would be some 

time and expense to do -- the tons domestic west and 

east, but we have revenue ton miles and I think that meets 
the request maybe just as well as it can be met on any 
basis, I think revenue ton miles is a very good measure ¢ 
and those are as follow: In eastern Canada revenue ton 
miles in grain and grain products at domestic rates is 603,/039 
thousands, and in western Canada the revenue ton miles 
Brain and grain products is 432,145,000 thousands-- about 5 
Per cent higher in Eastern Canada, This is for the 

year 1958, 


Then, the next one is in volume 26 at page 3701. 
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in his examination of Mr. Roberts, In vOetiae 26, page 
3701, Mr. Frawley asked Mr.Roberts the effective rate 
from Calgary to Vancouver prior to the general order 

4483 of 12 September, 1927. You will recall that is the 
date upon which the Board of Transport interpreted that 
section of the amending legislation of 1925 that preclude 
the use of the agreement as an answer to a claim for 
locality discrimination and resulted in equidistant rates 
export eastbound and westbound, 

We have been into this, and the facts,according 
to the notes I have been supplied with by our traffic 
officers, are as follows; Prior to the date when 
rates on grain from western Canada to Pacific ports for 
export were fixed by order of the Board the rate on 
grain from Calgary to Vancouver for export was 25 cents 
per hundred, Pursuant to the Board's order 384 of 
October 10, 1923 -- that was the 10 per cent reduction 
order -- the rate was then 224 cents. That became 
effective October 22, 1923. Then, on the application 
Of British Columbia the Board, by order 36769, dated 
2nd September, 1925, ordered the Railways to reduce 
their tariff on grain and grain products to Pacific 
ports for export and the rate was 21 cents; then, on 
September 12th, 1927, the rate was further reduced to 
20 cents, Calgary-Vancouver,under Board Order No. 448, 
dated August 26th, 1927, 

Then, in volume 26, Mr. Cooper, in his 


examination of Mr. Crump at pages 3834 and 3835, asked 
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Mr. Crump the net investment of Canadian Pacific in its 


3 railway transportation system, In accordance with Mr, 

4 Crump's evidence it had grown from 950 million 1946 to 

5 1,440 million at the end of 1958, 

P Mr. Cooper asked for the increase in non-rail 

7 investment in the same period and we undertook to get 

P that. We have prepared an exhibit which I would ask 

9 to have marked as Exhibit 126. It is entitled: "Request 

10 of Mr. A. G. Cooper -- Volume 26, page 3835: Increase in 

% non-rail investment 1958-1946." 

12) ___pyHIpit NO, 126: Document entitled: "Request of 

13 Mr. A. G. Cooper -= Volume 26, 
page 3835." 

14 

15 MR. SINCLAIR: Now, Mr. Chairman, as I antici- 

16 pated when the question was put -- and I made mention of 

Fe it at that time -- we have had to look at this in the 

18 light of the situation that exited in 1946 and as it 

19| DOW exists and put it on a comparable basis, and this 

99 exXoibit shows what the same assets were in 1958 invest- 

91| Ment as were in non-rail assets in 1946. It has been 

9)| necessary to add to the 1958 non-rail figure the net 

3 investment and assets from non-rail to rail, pursuant 

24 to the uniform classification prescribed by the Board 

95; Of Transport effective January lst, 1956. This shows 


26 | in the period, after bringing the two figures into 

27 | balance, an increase in non-rail investment of Canadian 
28 | Pacific of $31 million. 

29 | Now, the next question is at volume 27, pages 


3923 and 3925. This is during the examination of Mr. 
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Crump. He asked Mr. Crump for Canadian Pacific's average 
rate of return on net investment on railway property for } 42 
through 1945.I pointed out at that time in the transcript 
the difficulty we would have because of the question of 
the adjustment necessary in relation to excess of user 
depreciation over straight line, and I said that we would 
do our best to prepare it if my friend would allow me 
to restate certain matters that flow from these facts, 
and we have prepared an exhibit which I would ask to 
have marked as Exhibit 127. It is entitled "Request of 
Mr. Dickson, Volume 27, page 3924, Rate of Return on 
Net Rail Property Investment," 
>=-EXHIBIT NO, 127: Document entitled "Request of 
Mr. Dickson, Volume 27, page 3924," 

MR. SINCLAIR: This shows that the average rate 
on net railway property investment in the years 1940 through 
1945 was 5.1 per cent, The high was the year 1943 where 
the rate was 6.1 per cent, and the low was the year 1940 
where the rate was 3.8 per cent, 


Exhibit 127 shows the note: "Net earnings and 


net investment restated on an estimated basis to reflect 

Straight line depreciation as prescribed by the Board," 
Then, Mr. Dickson, also during his examination 

of Mr. Crump and at the same pages I have just referred 

to, namely, volume 27, pages 3924 and 3925 -- it is 

in that area -- asked Mr. Crump for the range of rates of 

return for the 13-year period 1946 through 1958 when 

rail and non-rail investment was added together and 


assuming a tax rate of 50 per cent. In other words, as 
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I understand it, what is asked for is to take rail and 
non-rail investment through this 13-year period and 
assume that the tax rate is 50 per cent, 

As you will recall, Mr. Chairman, this tax rate 
of 50 per cent which we are now faced with to meet in 
the industry in Canada is higher than it was at other 
times. For instance, in 1947 when this matter was being 
discussed in this room by certain of the people here -- 
and some of them will remember -- as I recall the tax 


rate was about 35 per cent. 


(Page 10089 follows) 
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We have assumed, as Mr. Dickson had assumed, the 50 
per cent tax rate, and we have taken the net investment 
and depreciation on the Board of Transport Commissioners! 
basis throughout the period so that it is going to have 
some comparability. In other words, there are calcul- 
ations behind these that you cannot take just by looking 
at any published reports. With the 50 per cent tax 
rate, the rate of return on the total investment of the 
company was a high of 4.7 per cent in 1950, and the 
low in 1958 of 2.8 per cent. The effective tax rate 
in 1958 was 47 per cent, and, of course, when I say 
effective tax rate, we have made the calculations for 
the provincial-dominion under the tax agreements. 

I would like to add that statement, which is 
entitled: "Request of Mr. R. G. B. Dickson, volume 27, 
page 3924", showing the range of rate of return on 
total net investment in rail plus non-rail property for 
13 years, 1946 to 1958, assuming a 50 per cent income 
tax rate, filed as Exhibit No.128. 
~--EXHIBIT NO. 128: Request of Mr. R. G. B. Dickson, 

Whe Peguee: af Mr Volume: 27,;0page 3924. 

MR. SINCLAIR: I must say, Mr. Chairman, that 

I feel it incumbent upon me to say that I think that 


Exhibit, the information there supplied, is really a rathe 


irrelevant exhibit. Iwas going to object to it, but 
people have done the work and I am putting it in because 
taxes are a cost just the same as anything else, and if 
there had been a tax rate of 50 per cent applicable, 
then I would assume that appropriate adjustments would 


have been made in the selling price, and that the returns 
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are therefore completely hypothetical, and are merely 
calculations. I don't know what my friend intended 
to do with them, but I have a Suspicion, and I am there- 
fore putting this in. I would hate him to Say that the 
were figures that I had Supplied to them, other than I 
would supply them at his request. 

Now, volume 27, the next one, again Mr. Dickso ; 
page 3984. He is examining on behalf of his clients 
Mr. Crump. He is asking Mr, Crump how much Canadian 
Pacific invested in trucking facilities in the year 
1958. Mr. Crump said he didn't have the information 
available, and he asked Mr. Crump would it be over 
eight million, and then there was some discussion and 
Mr. Dickson, referring to the annual report, said it 
Seemed to him something in excess of nine million. We 
undertook to get it accurately for him, and his assum- 
ption was correct; the figures Canadian Pacifie invested 
in trucking facilities in 1958 was $9, 348,238.00. 

Now, Mr. Chairman, there is one further item 
that is outstanding, and this arose in volume 27, again 
at the request of Mr. Dickson while Mr. Crump was on the 
stand, and in this question he asked for certain information 
regarding railway labour, number of' employees, gross ton- 
Miles, output and productivity factors. I have not 
that information ready, Mr. Chairman. I have requested 
it of our people who are involved, but after our check 
of the transport commissioners, unfortunately they have 
been very much engaged in a matter of our labour relations 
the preparation of our brief which is now set for comm~ 
fencing May 9 in the large rate case in conciliation 


Proceedings, and they are working very hard and they could 
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not do it. So I said to them: "Well, first things 
must come first, and I hope that you will find time to 
do this, but I quite recognize the disabilities you are 
under and I will explain it to the Commission, " and 

aS soon as they can get time to get this I will put it 
1m. 

One further thing, Mr. Chairman, Since the 
Commission has been in session in the past month the 
annual report of Canadian Pacific for the year 1959 
has been issued and distributed to the shareholders, 
and, in accordance with the practice and so that it may 
be available for anyone who wishes to use it, I would 
like to have that filed as Exhibit 129. 

---EXHIBIT NO, 129; nnual Report of 
—_ Ganadian Pacific 
Railway for the Year 
2959. 

MR. SINCLAIR: Now, as I say, Mr. Chairman, 
this involves a careful check - at least we think it is 
careful - of hundreds of pages of transcript and I think 
covers all the requests that were made on Canadian 
Pacific. Now, if through inadvertance we have overlooke 
any of them, I am certain they will be known to the 
berson who made them, and if they will be good enough to 
bring them to my attention we will see if we can get the 
information, 

THE CHAIRMAN: Thank you, Mr. Sinclair. I 
think you have covered everything in that respect. 

Is there any information from Canadian 
| National? 
MR. McDONALD: No, Mr. Chairman, I do not recall 


wie hdnasel er 

oan oe Loe ta ot 
ow boy seititidssth eat ont 4 

has ".dotestmdod aft oF, tp cnangee & 

ab Jeq Lhtw I edels yor sak? eg nse 

*¥ “~» phe Cy outk. oes 

eid eosre = .ecaoertant) at .pakiid teddayt end 

edd ditcom tueq eift mt coteeseunt aged sed cofaz 

eer Bey ont sod ONES metbensd to tg 

avobforioteda ont of fetudinteth Srshoneat aesd 

vam tf ted} ot bus sottoasq- sat Aviw oosebs0sas P t 
 pinow & att sen at sedatw ow enoyas 102 eldsttay 

OSE areas gS “ tad evad ot oak 


‘to trogeR fawemA : est 


tenttedt® .a ,yee tT sis «wo 86s RIATOMIG .xM 
at tt dntad aw devel ie apeds furters 8 av toval 


Anids I’ bas sgltsacets to seneq to abexband ” - is 
Matbensd co sbam Stew vgadds adeoupot edd {fs axe 


, ee n 


ere eved Sw eon stravbant Maviords Tt <wou as ts 


ry 


adit ot wort sd Litw yeds atetass ms 1 wont 20 


of Mguone Bote od (fLfw yard? Tt Bae meds ebam. oft ‘ane 

ait top a> sh ‘Df see Litw ow aobtaedta ym ot ots oat 
sontae i 

I .gialonte wf wou dnec! :WAMATAHD SHT 

,toasggqeex Jatt at aatdsyieve berevoo sven wot : 

matbevad. ott sotteurmotaL pss oneds et ve 


. tise 
|[Efecen Jon of IT ,nasmtedd> mM a) :G.IAMOdoM a 


alt 
m4 


we 


ANGUS, STONEHOUSE & CO. LTD. MeDonaid 10092 
TORONTO, ONTARIO 


that there is anything outstanding at the present time, 
THE CHAIRMAN: Now, we will hear from the 


Canadian Federation of Agriculture. 


SUBMISSION OF 
THE CANADIAN FEDERATION OF AGRICULTURE 


Appearances: 


Mr. H. H. Hannam, President 
Mr. W. C. Hopper, Economist 


Mr. David Kirk, Secretary-Treasurer. 


THE CHAIRMAN: Mr. Kirk, you are resident in 
Ottawa now? 

MR. KIRK: I amy, yes. 

THE CHAIRMAN; And you had been resident in the 
west for a time? 

MR. KIRK: I was, in Regina, for a good many 
years. 

THE CHAIRMAN: And you are now here and you 
are presenting a brief on behalf of the Canadian 
Federation of Agriculture. 

MR. KIRK: That is right, yes. 

THE CHAIRMAN: All right, Mr. Kirk. 

MR. KIRK: Thank you very much, Mr. Chairman. 

Mr. Chairman, The Canadian Federation of 


Agriculture welcomes the opportunity of appearing before 
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this important Commission and of stating, as briefly as 
it can, its views on some of the basic policy questions 
Which are before you. The Federation is a national gen- 
eral farm organization embracing in its membership most 
of Canada's direct membership organizations, farmer co-~ 
operatives and commodity associations. The principle 
upon which our Federation is constructed is that it be 
nationally representative of all bona fide farmer organ- 
izations that choose to associate themselves with AG 

as in fact most have done, 

2s A number of the organizations within the 
Canadian Federation of Agriculture have made separate 
representations to you on those matters of interest to them 
and from their particular points of view, This presentation 
will not attempt more than to deal with a few of the 
basic issues of national transportation policy as the 
farmers of Canada see them. We do not appear before you 
aS specialists in the field of railway economics. On 

the other hand, we do feel that the elements of the 
problem are clear and we wish to place before you as 
Strongly as we can the nature of the principles and 
policies which in our opinion should be followed in deal- 
ing with it. 

3. We will begin by stating our principal conten- 
tions as contained in this presentation: 

(i) Successive general horizontal rate increase 
awards have resulted in a growing distortion of the 

rate structure as an attempt has been made to obtain 
increased revenues from a shrinking proportion of the 


rate traffic. In this process the burden of the 
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agricultural freight user has been disproportionately 
great. Also, the railroad's share of the freight business 
has deciined, Present national policy should be to 
avoid further general rate increases while taking all 
reasonable steps to improve railway efficiency, realize 
fair earnings to the railway companies, and improve in 
general the ability of the railroads to meet the severe 
competition with which they are faced. 

(ii) National policy as well as the welfare of the 
Canadian agriculture dictates that the statutory Crow's 
Nest grain rates remain at their present level, and with 
this there is little or no disagreement. But more than 
this these rates stand in a special, and in a very real 
sense contractual, relation to the Canadian economy and 
to national policy both historically and as a present 
fact. The railways’ proposals which call for a national 
subsidy to them in the guise of a national subsidy to 
the western grain grower are made in disregard and 
denial of this relationship, and therefore must be rejected. 

(iii) Because they are an instrument of national 
policy, and not just another business enterprise, the 
question of the possible need for giving financial 
assistance to the railways, whether the C. N. R. or the 
C. P. R., is always a valid one deserving of examin- 
ation. Canadian railroads were started with government 
aid in the form of cash and land grants. Other forms 
of transportation have enjoyed various forms of govern- 
ment assistance and/or direct operation. The question 
is not one of principle but of policy. The need for 


assistance and the basis for assistance should be 
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seriously examined, and the assistance granted if 
required in light of all circumstances and if the need 
is minimized by realizing the greatest possible progress 
in increasing productivity and efficiency in railroad 
operation. 

Agriculture and Canadian Transportation Policy 

a. Probably no other Canadian industry is today 
such a large and continuous customer of our combined 
transportation facilities as is agriculture, In 1959 
cash income from the sale of farm products was $2,776 
million, In the marketing of all of the great volume 
of Peciceltural commodities represented by this figure, 
some form of transportation was employed and significant 
costs were incurred... The major part of the products 

of every type of agricultural enterprise being operated 
in the various provinces are moved by rail, highway, 
water or air to domestic or export markets. Supplies 

of many kinds required by agricultural producers for 
production, marketing and living, valued annually at 
Giaereds of millions of dollars, must also be trans- 
ported, Adequate, efficient and low cost transportation 
is therefore of the utmost importance to every producer 
of agricultural commodities. 

he Agriculture makes it possible for transport- 
ation services to survive over our vast distances and 
Scattered population and conversely transportation is 

a lifeline that has made it possible to develop our 
agricultural resources in the past and is vital to 
Continued development in the future. 


6. Transportation questions like agricultural 
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questions have therefore been interwoven with the 
political life of Canada throughout our history. Agric 
ulture and transportation have been firmly joined 
together as instruments for national development in ever 
stage of Canada's growth. Transportation services have 
had to be adapted on several occasions to enable agric- 
ulture to make its greatest contribution to the economy. 
The trans-continental System with its branch lines enable 
agricultural settlement to reach most of the areas in 
Canada suitable for farming and provided an interprovin- 
cial bond that has contributed to Canada's nationhood 
and to the realization of an economically workable and 
prosperous new dominion. 

Te One of the basic principles of Canadian 

public policy was important in the development of trans- 
portation and in agriculture's growth. This was that 
transportation should be sub ject to public regulation an 
control to ensure that agriculture's interests were pro- 
tected. It was considered most important that freight 
rates for agricultural products be fair and just, and 
low enough to protect their competitive position. Al- 
ternative services were also deemed advisable as a protection 


from monopoly practices. The Crow's Nest Pass Agreement, 


which guaranteed rates on farm products and farm supplies 
from and to Shipping points on the C. P. R. in 1897 

and the later extension, mainly as a result of the 
Manitoba agreement of 1901, to cover export grain ship- 
ments from most of the prairie shipping points were 

Part of a national policy of economic development. A 


major step in public regulation of rates was made in 1904 
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when the Board of Railway Commissioners was appointed to 
control rates and services and to prevent unjust discrim- 
ination. 

8, Another measure was adopted in the 1920's 
confirming the undertaking that it was in the public 
interest that agriculture should be assured of rates whic 
were not excessive in the public interest, This was 

the amendment to the Railway Act in 1925 that re- 
established, in somewhat revised form, the Crow's Nest 
Pass undertaking by railways and government to move western 
grain to export position at rates which would keep these 
vital commodities competitive in the market. Still 
another measure of assistance to agriculture was the 
Maritime Freight Rates Act of 1927 that required a 
reduction of 20 per cent in the rail rates within the 
maritime provinces and some part of Quebec, and a 30 

per cent on the outgoing traffic from those areas. 

The 30 per cent is a more recent development; originally 
it was 20 per cent, and, of course, this Act is not 
devoted exclusively to agricultural aid. 

o. Substantial steps have been taken through 
public policy to provide alternative services. Two 
additional transcontinental railways, Grand Trunk Pacific 
and the Canadian Northern, were promoted and built. 

These opened an additional outlet in the Pacific sea— 
board. An alternative to the lakehead was then provided 
by the Hudson's Bay Railway to Churchill, completed in 
the 1920's. Finally, public expenditure for the 
building of highways and waterways has extended the 


alternative services available to agriculture. Highways 
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have been particularly significant in this, greatly 
extending the local market area farmers can reach and 
providing an alternative to the railway for an increasing 
volume of even long-haul traffic, 

The Present Position. of Agriculture 

10. If agriculture were enjoying the prosperity 
that is enjoyed today by most other Canadian industries 
and by the economy as a whole, the costs of transporting 
agricultural commodities would not be so burdensome. Fo 
no other nationwide industry is it more imperative than 
it is for agriculture to have a Canadian transportation 
system which is economic and efficient and therefore as 
low in cost as it is possible to make it. 

Le In the main, the incidence of transportation 
charges for agricultural products is on the agricultural 
producers because of the difficulty or impossibility of 
passing them on to the consumer or foreign buyer. 

we Incomes from farming are low compared with those 
in other industries. In spite of the growth in Canada's 
population from 13,500,000 in 1949 to 17,650,000 in 1959, 
and the consequent increase in demand for food in the 
domestic market and some expansion in world markets for 
farm products, agricultural prices have not responded. 
The general level of farm prices is lower than it was 

in 1949, Moreover, the average costs of goods and 
Services purchased by farmers for his production 
activities rose by 31 per cent from 1949 to 1959. It 
Can readily be seen that the farmers of Canada are in 

" 


what is descriptively called a "cost-price" squeeze. 


13. The net income of farm operators from farming 


Operations fell from $1,415,789,000 in 1949 to 
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9] $1,189,388,000 in 1959. In terms of 1949 dollars, the 
1959 net income was only $914,908,000 or 4 decrease 


3 

, compared with 1949 of about 35 per cent. A most serious 
aspect of the situation lies in the fact that looking 

‘ ahead the farmer does not see prospects of any fundamenta 

. improvements in his economic position in the near future. 

7 14. In contrast to the farmer's position there 


8/ have been definite upward trends in non-agricultural 
9| prices and consumer incomes. For example, workers in 
10) manufacturing last year received an average of $1.72 


per hour for a 40.7 hour week whereas in 1949, the aver- 


il 
age was 99 cents per hour for a 42.3 hour week. 
12 
Li. We point out these facts because we think they 
13 
have a legitimate relevance to determination of public 
14 


policy in the field of freight rates, This is partic- 
1S} ularly the case when, in the first place, the burden of 
16| freight rate increases can largely not be passed on to 

Fe the consumer by the farmer, although increases in the 

18 Commodities he buys are passed on to him. In the second 


Place, as we shall show in the paragraphs which follow, 


19 
; freight rate increases bear disproportionately on the 
0 
agricultural population. 
21 
f 16. A study of the Waybill Analysis of 1958 reveals 
22 


that revenue derived by the railways from carlot ship- 

23 ments of agricultural products (excluding imported products 
24 such as rice, cotton, citrus fruits and coffee), animal 

%} Products (excluding fish) and food products (most canned 

26 | and frozen) represented about 27 per cent of the total 

| railway revenue from carlot freight movement of all com- 


modities, If to this figure is added the revenue from 
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the handling of fertilizers, insecticides and agricul- 
tural implements and implement parts it would be increased 
to 28 per cent. This leaves 72 per cent of the railwa 
freight revenue from commodities in a non-farm category. 
Railways of course carry many commodities used by 
farmers for productive purposes not included in those 
already mentioned. These commodities include coal, 
gasoline, containers for fruit and vegetables, nursery 
stock, building materials, twine, wire, motor trucks, 
ete. It is not possible to determine from the Waybill 
Analysis the proportion paid by farmers of the railway 
revenue from the handling of these commodities. Then 
there are the commodities purchased by farmers through 


their living expenditures as consumers. 
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17 The 1956 census shows that 17 per cent of 
Canada's total population lived on farms, Assuming that 
farm people buy as much as non-farm people of the commo- 
dities not included in the 28 per cent of railway revenue 
from farm items, 1t would tm@an that farmers and their 
families pay an additional 12 per cent of the total freight 
costs. It is true that people living on farms cone 

sume less than non-farm people because of lower incomes, 
but it seems reasonable to believe that the longer 
average distance of farmers from market centres and the 
many items of farm cost omitted from our 28 per cent 
estimate will offset the small consumer purchases as a 
factor in estimating the incidence of freight costs of 
farmers, 

Ko Based on these calculations, farmers and 

their families bear about 40 per cent of the costs of 
railway freight charges, 

19% Another important feature of the figures in 

the 1958 Waybill Analysis is the long distances which 
agricultural products and supplies required by farmers 
are moved by rail. The average haul of commodities 

of all kinds was 431 miles. For agricultural products 
it was 748 miles; for animal and animal products 862 
miles; for agricultural implements 1,367 miles; and for 
implement parts 1,623 miles. The ton miles for these 
and fertilizers and insecticides according to the 1958 
Waybill Analysis was about 48 per cent of the total 

ton miles for commodities of all kinds moved in carlot 


quantities by rail in 1958. Horizontal increases in 
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freight rates tend to be applied more fully to the 

long haul traffic because there is less competition 
from motor trucks as carriers of those commodities and 
this fact operates to the disadvantage of farmers, 
Reducing Railway Costs: 

20. Rallways are essential to agriculture, to non- 
agricultural industries and to national defence, The 
dynamic nature of our whole transportation system is 
confronting the railways with many problems, It is 
nevertheless expected that the volume of railway traffie 
will increase somewhat faster in the next 25 years then 
in the preceding quarter century, perhaps by 75 per cent 
to 80 per cent, (Royal Commission on Canada's 

Economic Prospects, Final Report, page 282, ) In making 
this prediction, the Royal Commission laid particular 
stress on what it considered to be the very considerable 
Scope for increasing railway efficiency, productivity 
and rationalization of services, It is essential that 
Public policy relating to the railroads be such as to 
give maximum incentive and opportunity for the realiza- 
tion of possible efficiencies -- and also that some 
realistic picture be arrived at as to what the poten- 
tialities are, It is difficult to see how the railway 
Policy questions that face the nation can be properly 
answered in the absence of such appraisal, and without 
enabling the railways to realize their potential for 
increased productivity as rapidly as is feasible. 

ak} There are indications that up to now the rate 


at which the railways have succeeded in realizing 
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desirable improvements in productivity and efficiency 
could have been greater. 

e's Improved locomotives, lighter materials, impro- 
ved freight cars, better rail, as well as mechanization 
and automation of freight handling, switching, signal- 
ling, track maintenance, and office systems offer 
considerable scope for increasing efficiency and raising 
labour productivity in the handling of freight and 
passengers. We believe the Canadian railways have 
adopted or have plans to adopt many of these modern 
facilities which wiil mean substantially increased 
productivity. Dieselization of Canadian railways 

is expected to be completed by 1961. 

23%. It is possible with modern diesel engines and 
the higher speeds of modern trains for train crews to 
travel longer distances each day and earn higher wages 
per day while at the same time reducing the costs per 
mile of travel. (The Associationpf American Railroads 
reports that the average active freight locomotive in 
1958 performed 22 per cent more mileage each day than wa 
run by locomotives in 1946 while passenger locomotives 
were up 51 per cent. ) 

24. It may be that a full time agent is still 
being maintained at stations where freight, express, 
telegraph business and passengers are not sufficient 

to warrant this expense. A "floating" agent serving 

a number of stations with arrangements for the agent 

to be at gach station once or twice a week may be all 


that is necessary in such cases, 
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25. A task that should be undertaken is a Study of 
the incidence of what is known as featherbedding -- 

the employment of men for work not done or not needed 

-- on Canadian railways and its impact on railway 
economy. If such an investigation is not within the 
terms of reference of the Commission, it should be con- 
ducted as a separate undertaking because it is certainly 
relevant to the railway problem, The Association of 
American Railroads claims featherbedding on the rail- 
roads of the United States wastes more than $500 million 
a year, It is reported that in 1958, the Interstate 
Commerce Commission calculated that railroad crews 
worked only 57 per cent of the hours for which they 

were paid. We do not suggest that this figure tells 
the whole story but it is a figure that leads one to 
look for close investigation, Featherbedding results 
in higher passenger fares and freight charges. It 
cancels out many of the economies which would otherwise 
be obtained by streamlining the modernization of rail- 
Way passenger and freight services. It blocks 

changes which would lead to more efficient and there- 
fore lower cost railway operations, It invites com- 
petition which is not so burdened and which is slowly 
taking over railway traffic. One feature of feather- 
bedding on Canadian railways which was a subject of 
repeated negotiations between the railways and the 
railway unions, namely, the problem of firemen on 
freight and yard service has been resolved. There 


Probably are, however, other aspects of this subject 
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which need study and where possible, correction, with 

a view to reducing railway costs. 

26. It 1s a generally accepted fact that the 

costs of operating some branch lines are not being met 
by the revenue on these lines, We know that the rail- 
ways are constantly Studying the profitability of their 
branch lines and in recent years authority has been 
granted for abandonment of several such lines, We 

are aware too that a number of applications by the rail- 
ways are now before the Board of Transport Commissioners 
for the further reduction in branch line operations. 
Bis We do not have sufficient information, or staf 
to analyse this subject in detail, to make a general 
recommendation for action, It is quite possible that 
the abandonment on some branch lines on which trains 

are now operating would be desirable and would help in 
reducing unnecessary costs, It should, however, be 
borne in mind that the elimination of some branch lines 
would not accomplish an overall reduction in costs 

if it resulted in a Significant decrease in the traffic 
On the main line, We agree with the statement in the 
Submission of the Manitoba Federation of Agriculture 
"that in some cases there should be abandonment of super 
fluous lines but that this should be done over a period 
of years after public hearing and notice, and there 
Should be cooperative arrangements between the railways 
and the municipalities and provinces to coordinate the 
construction of new roads with the new pattern of 


freight movement, Similarly, elevator companies and 
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others owning facilities on the lines to be abandoned 
should have a proper chance to re-arrange their or- 
ganizations to cut down, so far ag possible, the 
dislocation and cost of changing to a new location 

on an alternative rail connection," 

28, The Turgeon Commission in 1951 recommended 
more joint action should be taken by the two railways to 
achieve operating economies, This subject might well 
be given further study by the Commission, 

The Railways Competitive Handicaps: 

29. The problems of railways not only in Canada bu 
generally have increased parallel to the growth of new 
technology and the growth of competing transportation, 
30. The difficulties which presently face the 
railroads, and they are very real ones, are breifly 
three: a continuing loss of traffic, (CPR brief, 
section V.p.4(c), Joint Submission, Exhibit No. 45, 
p.28) much of it the most profitable, to competitors; 
increasing costs of labor, materials and other opera- 
ting expenses (CPR Reports their labour cost has in- 
creased 100 per cent and materials 52 per cent since 
1947, see Section V. p. 10) not fully offset by a 
corresponding increase in productivity; and the inabili- 
ty of the railways to increase revenues to meet higher 
costs because competition and successive general rate 
increases have brought all but a few rates close to 
their economic competitive ceiling. (See CPR Brief, 
Section 7, p.4-5, and CNR Brief, Section V. p.7-8, 


Joint Submission, Exhibit 45, p. 28 and p.33.) ‘These 
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problems are interrelated and lie at the root of the 
railway problem, This would appear to be the time for 
reappraisal of Canada's transportation policy so that it 
will better meet the requirements of the national 
interest and contribute to the economic and political 
objectives of the nation, The treatment of the Crow's 
Nest rates by the railways as the central issue of 
railway policy is most unfortunate, distorting as it doe 
the perspective in which the problem of railway policy 
should be studied, and obscuring the basic forces of 
change which are at work, 

B1¢ Truck transportation has had an extremely 
rapid growth in Canada, The numbers of trucks regis- 
tered grew from 130,000 in 1928 to over one million 
ine1958. 

32. Paved highways increased from 64 thousand 
miles in 1928 to 231 thousand miles in 1957. Inter= 
eity freight carried by trucks increased from 1,182 
million ton miles in 1938 to 8,330 million ton miles 

in 1957. (Statistics and the Study of Road Wransport, 
by G. A. Wagdin, memo, DBS, September 1959, Table 7a.) 
Construction of highways and regulation of trucking is 
largely in the hands of the provincial governments. 
(Federal contributions to the Trans-Canada highway 

are an exception, ) Provincial control of the truck- 
ing industry is loose relative to federal control of the 
railways, partly because of the small scale and local 
nature of many trucking enterprises, yet government is 


deeply involved, through the construction of roads and 
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bridges, in the trucking industry, 

s8i The employment of trucks for the movement of 
agricultural products has resulted in substantial 
economies in transportation costs to farmers, par~ 
ticularly on short hauls. Products of an agricultural 
nature are carried by trucks to many destinations and 
many kinds of supplies required by agricultural pro-~ 
ducers are moved to farmers and agricultural coopera- 
tives in the same manner, 

34. Trucks are handling much of the most profitabl 
freight traffic. They can give the flexible service 
needed by those shipping processed and high-valued com- 
modities. They can reach into areas that are inac- 
cessible by rail. They can pick up at the farm or 
factory and deliver to the door of the buyer without 
costly delays, damage, warehousing or extra handling. 
Trucks have revolutionized the local farm transpor- 
tation operations, widening the farmer's market area 
and enabling him to transport his products quickly and 
conveniently, Changes in the structure of our 

economy have also contributed to the growth of truck- 
ing. (Royal Commission on Canada's Economic Prospects, 
Final Report, p. 271.) The railways' recognition of 
the advantages of motor trucks as carriers of freight 
is shown by the operation of piggyback services and by 
their entry into the trucking business. 

SB. Trucks have competed extensively with the 
railways in central Canada for many years and have 


served the farmers there by limiting increases in many 
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rail rates. Mainly since the railway strike of 1950, 
this truck competition has developed also in the 
maritimes and western provinces, Horizontal rate 
increases have raised those rates which were below the 
level where trucks could compete, The maritimes and 
the prairies, particularly their farmers, have borne the 
brunt of the inequities imposed by these increases, 
Yet it is important to note that successive horizontal 
increases are placing many traditionally non-com- 
petitive, long-haul rates so high that trucks can com- 
pete. Thus we find potatoes now being moved from 
Prince Edward Island at agreed charges; dressed meat 
moving from the prairies to Toronto by truck to such 
an extent that rail rates were dropped last May to a 
competitive level 30 per cent below former rates; and 
for similar reasons, rates on western livestock were 
dropped 8 per cent in September 1959. 

36. This diversion of rail traffic to trucks is 
more common on short haul service. ane CIi€xz bili, 
convenience and speed of truck service often makes it 
Superior even when it is higher in cost, Yet general 
freight is now being shipped from central to western 


Canada by truck, 
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37» Pipe lines are particularly suited t 
transportation of Canadian oil and gas because of the lo 
land-haul involved, their freedom from seasonal in- 
terruptions and the high degree of mechanization 
possible. Their mileage has been extended very rapidly 


in the past fifteen years. Their ton mile volume rose 
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from 400 million in 1945 to 6,818.6 million in 1953 and 
has continued to rise since 1953, Railways have lost a 
major part of their traffic in petroleum, 


THE CHAIRMAN: We will have a short recess now, 


---Short recess, 
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THE CHAIRMAN: Yes, Mr. Kirk? 

MR, KIRK: Airline transport expanded greatly 
since 1945 though in volume it had reached only 38 
million ton miles of revenue freight by 1957. (Ibid) 
SS. The ton miles of revenue freight carried by 
water rose from 20,688 million in 1938 to 31,251 million 
in 1957. (Ibid) These water carriers handle mainly 
grain, iron ore and coal. Their rates for grain were 
less than two-thirds of the lower competitive railway 
rate from the lakehead to Montreal. With the opening 
of the St. Lawrence Seaway last year, rates were lowered 
further and water traffic should expand even more 
rapidly. 
40. While the volume of rail traffic continued to 
increase over the period, from 26,835 million ton miles 
in 1938 to 63,645.7 million in 1945 to 71,647 million 


in 1957, both trucks and pipelines handled much freight 
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that the railways would otherwise have hauled, This 
competitive loss has continued. The Cc, N. R. reported 
in its brief on December 4, 1959, to this Commission, 
that its share of total transportation dropped from 35 
per cent in 1948 to 26 per cent in 1957, while for both 
railways the share of freight dropped from {i.2 per 
cent to 54.7 per cent in the same years, (O.0Ms Re 
Brief, Section V, Page 6.) 

4. This rapid growth in competition for the 
railways has given rise to an increase in the problems 
facing them. The suggestion that the Crow's Nest rates 
are a major problem is unfortunate, obscuring as it 
does the more important issues. 

42, A measure of the force of the new competitive 
conditions is that they have created difficulties for 
the railways in prosperity rather than in depression, 
But it should also be noted that these problems are 

not peculiar to Canada's railways. In the U. Se, where 
there are no Crow's Nest rates, railroads are facing the 
same difficulties and are making some progress in 
solving them. 

43, These basic problems are long run in nature. 
Labour and material costs have risen appreciably since 
the Second World War. (An applic ation for a further 
Wage increase is now under consideration, ) At the 
Same time, technological improvements have not been 
adopted rapidly by the railway companies, (Canadian rail- 
ways have been behind U. S. railways in this,) and 
increases in productivity have not kept pace with costs. 


This slowness in technical improvement has certainly 
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made it easier for competitors to take traffic from the 
railways. (Donald Gordon, President of the ¢. N. Resiiin 
his year-end review December 31, 1959, stated "This 
repetitive squeeze between revenues and expenditures 
sharpens Canadian National's need to increase productivit 
and efficiency so as to serve its customers at fair 
prices, provide satisfactory remuneration to its employees 
and earn a reasonable return on capital investment", ) 

AM, Evidence of the dilemma of the railways is 
found in their failure to raise many rates which were 
authorized since 1948 by the Board of Transport Commiss-~ 
ioners. (Yet both railways were in financial difficul- 
ties. By 1949, for example, C. N. R.'s deficit had risen 
to $42 million where, in 1943, it had a surplus of 

$35 million.) In effect, where truck competition exists, 
it imposes an even lower ceiling on rates than the legal 
ceiling fixed by the Board of Transport Commissioners. 
(Angus, H. F., Encyclopedia Canadiana, Vol. 2, P. 198.) 
The widening area of such truck competition, as horizon- 
tal increases pushed rates up, is one of the difficulties 
of the railways. This is because the area of traffic 
from which the railways can hope to get increased revenue 
by pushing rates higher has been eroded by competition to 
the point where such rates would need to go up very high 
indeed, to give any significant increase in revenue. 
("Possibly in 1951, certainly by 1958, many railway 

rates had nearly reached their economic ceiling. They 
could not be further increased without diverting traffic 
to competing agencies or chopping off $qng-haul freight 


because shippers will be unable to pay higher transportation 
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eosts and still sell their goods in distant, very com-~ 
petitive markets." Currie, A. W., Economics of Canadian 
Transportation (rev.)). Yet in the process, some 

users have experienced a disproportionately heavy increas 
in their freight costs. The concept that it is fair to 
increase rates in the non-competitive area as long as 
this can be done, and regardless of the effects on. the 
rate structure, does not seem to us to be an 

acceptable one. In its judgment of November Lfen LOSS, 
the Board estimated that 73.4 per cent of revenues from 
the rate increase award would be obtained from 47 per 
cent of the traffic, leaving out of account revenue 
estimates for international and related traffic, 

45, The central problem is the loss of the high 
rated traffic and bulk traffic like petroleum which has 
left the railways with a disproportionately large 

Share of the low-rated traffic on which to base their 
revenue. We do not believe this low rated traffic can, 
or should be, expected to carry an increase in rates 
sufficient to raise the railways' revenues to levels the 
would regard as adequate. Such rates could go so high 
as to prohibit the marketing of these low rated products. 
Even where truck rates would be able to compete before 
Such high rates were reached, the railways would lose 
much of their present traffic and in the process the cost 
to shippers would in many cases have reached unfair and 
undesirable levels. U. S. railways are presently losing 
Part of their grain traffic to trucks because their rates 
Were already too high. They are having to reduce their 


rates accordingly. (See, for example, address by 
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Robert C. Handleman, U.S.D.A, at the 1959 National 
Marketing Service Workship, Purdue University November 18 
1959, mimeographed, P. 11 and 12s ) 

46, We would like to emphasize the importamee of 
facilitating the rapid and effective adoption of economie 
and practices which will enable the railways to meet 
competition. For example, the co-ordination of truck and 
railway service through the pigSyback technique is a 
hopeful development and should be developed to the 
maximum. 

Passenger Service Problems 

7. We think separate mention should be made of 

the passenger service question, though it is part and 
parcel of the railway problem, Competition, in 

addition to limiting sources of extra revenue for the 
railways, has caused substantial deficits in some areas, 
One important deficit area is the rail passenger service, 
Railways' share of passenger traffic fell from Lo per 
cent in 1928 to 10 per cent in 1953, The number of 
passengers carried by rail fell 39 per cent from 1949 

to 1958. (D. B.S.) The decline has continued and while 
further curtailment of passenger services is contemplated 
(see, for example, year-end statement by N. R. Crump, 
President of the C. P. R., dated December 28,1959, ) 
deficits on such traffic appear to have been an important 
factor in the recent financial decline of the railways. 
(As they have been in the U. S., also.) 

48, Losses which are occurring on commuter and 
Other passenger services should not be charged against 


freight revenues. If public and railway policy requires 


| :; ieee: com tt bit > 
Jatmonors to noltiqob evicostts bas biqs: sd? a0 
soom o¢ Byewiten ect ofdane ILtw dokiiw es: 

leas tows Yo nottsntbae-oo ont ,ekquaxe sot “— xc 
s et ouptodied dondy sata sdf aguowlt sotvisa yawlter 

ed of Beqolsveb od bfuode bas tnemgoleveb & 


gt, a ‘ 


emsidosd sotvrsd tSpies BS . 

to sbem J pluorie ao.teerem stexrsqse wotdasd ow) |) af 
fae dusg et df siguods nobteeup eoiviss  T9gNs 28q 

at ,sortEdeumed eicdone vente eg to 

sit. xot sunevst STaA® ‘to pooTMOS gpetviot(£ of c 
epee amoe mi etiettsb fatinssadue Hbeaveo asi ,.3ye 
.sotvrse segteasaq (ter adit et sors. tlolieb iaavroqa 
xoq Of mort [let obYiex? teagsssesq to eusde “s 

% «asdarur off ,£a2f ab saeco teq OL sa BSeL a 

ever moxt doen r9q Cf Liet Liat ud betrirso eiegmse 


of few bas Soowkdnos enh sabioeb ef a(v@ .& .d)) «ee 


| 

| 
— el seotvyss Tagneeeag “to Inentletayo 19 
| a Ro. yd tremesada bre~rsey .ofomaxe Tot <& 
_ ex Bo vadmeos! beta’, 8.1 VO ond to trieb si 
ante vs Heed even oF wesqgs giTisTs dovs ao 8 
ceyser ins sit to emtLoeb fatonantt dasoot edt nk 19% 
(,oeis ,.2 .U end at nosed ovad yor 
bose wetines ac satrivsl0 ers dotdw esseal >/@ 

' jenteus boaredo ed don biluade sestviss: peer 


sertupet Yollog — bas oifduq TI .gevuaevet, 


ANGUS, STONEHOUSE & CO. LTD. Kirk 1LO11 
TORONTO. ONTARIO 


a continuance of passenger services which are resulting 
in losses to the railways, the losses involved should 
come from public revenue, Such losses should not be 
recouped from freight revenues. 

uO... We know that the railways are giving much 
attention to losses on passenger services on main lines 
and on branch lines. We are aware too, that the 
necessary authority has been obtained for the railways 
to discontinue the use of passenger trains, and of 
passenger coaches attached to freight trains on some 
branch lines because of the losses in revenue which were 
being experienced. Probably there will be further 
reduction of passenger services in branch lines as more 
highways are kept open in winter for buses and privately 
q@ned motor cars, 

5O. The railways report that the revenue from main 
line interprovincial passenger trains is not sufficient 
to cover the costs of their operation, and a drastic 
reduction or elimination of these services may be contem-~ 
plated, The possibility that this action might be taken 
Should be given very serious consideration by the Com- 
mission, but this is a question of public policy, rather 
than one related to agriculture specifically. Our point 
here is that if it is determined that the value of these 
Services is such that they should be continued, public 
assistance should in our opinion be provided to meet 
losses incurred. 


ma 
ms 


Proposed Remedies for the Railways! Problems. 


51. Provision of a direct government subsidy or 
as a tax exemption in order to compensate for what the 


railways have stated are losses being experienced because 
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of the Crow's Nest Pass freight rates is not a solution 
to the difficulties being experienced by the railways. 
52. In presenting their briefs the railways have 
given evidence of undue haste to attribute their airfi- 
culties and losses primarily to the statutory grain rates 
rather than to other basic difficulties they are encoun- 
tering. This too convenient a solution would saddle 
grain growers with the responsibility for losses and 
inefficiencies not related in any way to the Crow's Nest 
Pass rates. 

Saiz Dissatisfaction with high early freight rates 
in western Canada was a major reason for the Crow's Nest 
Pass Agreement which guaranteed rates on farm products 
and farm supplies from and to Shipping points on the 

C. P. R. at that time (1897). This was later extended, 
mainly as a result of the Manitoba Agreement of 1901 

to cover export grain shipment from most of the prairie 
Shipping points. 

5A, The contract establishing statutory freight 
rates on grain was clearly dictated by national policy 
in Canada. On May 13, 1959, the Prime Minister gave 
assurance that this contract "shall not be broken", He 
Said "the Crow's Nest Pass rates are part of a bargain 
that was made between the railways and the government on 
the one hand and the settlers who went west on the other 
hand, " Its value to the economy of Canada as a whole 
has been enunciated by a President of the C. P. R. (1938) 
by a Royal Commission (1951) by economists, governments 
and many other well informed groups. Its contribution 


to the development of western Canada and Canada's 
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nationhood, has been amply demonstrated, 

55. If these rates were appreciably increased, it 
would have a pronounced depressing effect on the prod- 
uction of grain in western Canada and the incomes of gral 
growners and it is universally accepted that a prosperous 
western grain industry is not only important to the live- 
lihood of the majority of the people of the prairie 
provinces but to the people of all the other provinces 

as well. This fact must always be given the highest 
priority when any matter related to the Crow's Nest Fass 
Agreements is under consideration. We would draw your 
attention to the striking fact that wheat prices today 
are actually lower, by a few cents, than they were in 
1925. In 1925 the price was $1.69 for No. 1 Northern 

at Fort William compared with $1.66 at the end of Jan- 
uary, 1960. 

56. If freight rates on Canadian wheat for export 
were increased, the competitive position of Canadian 
growers would be so undermined that it would be imposs- 
ible for Canadian wheat to be sold on world markets in 
competition with U. S. wheat. The wheat industry of 
western Canada would therefore be dealt a vital blow and 
the whole economy of Canada would suffer. 

57> let us look for a moment at the proposal that 
the railways be paid a subsidy based on the difference 
between the returns from hauling grain at Crow's Nest rates 
and a higher calculated level of theoretical rates or 
revenues that it is suggested should be charged in 


Justice to the railways. 


(Page 10121 follows) 


pueTeqsovq & dest hadqeoss: “¢fteenovhan at st on 
-stii odtov Unstrogm£ winn. doa’ et yrteubal a 
obtieig ett to efqeeq odd uae 
aeunlyouy veddo odd fhe to efqoaq edt ot Judvas : | 
juodigtd oft aevig ed ayswis’ tev dost atd?: ool. ‘ 
aset tae w'woxD ont ot betaLer rettem ye iw ie 
10y WEAh bLsow oW — .nokiewebtedve ‘tebad ah edaemooyy 
yvshot sebiaq teodwidede toa gaittate ent 02 noktastte 
ai evrew geds narit 8 ta99, wet « yd etewol eilavtos! one | 
duvorv<ak £ of tet Oa, 88 eew eolaq edd 500) al" ORE | ; 
ausu-te hee eat $2 22. £§ datw beveqmoo mBliftw. dao ae 
| OBer oe fl 
tco7ks tot dees’ netbeans) ao aster tdgtort ee cis red 


& 
a 


nstisngd to cottheag evitttequoo edt..bsazersdt ome 
~suoqual ad Bivow #2 Jeas Benimrebar o@ od ptvow stewon 
at adit bftow co Bhom ed od tserwoaslbsasd no? sid 
% wrtestbat teodw aff teenmw .S .U atin no ttktequos: 
bas wolt Letty 2 sfasb 6d sx'lereds bigow abana) medeew 
.vetive BLvow shsasd to  aaicachiadl ates a 
tadi Leaoqoug eit ta teamom 2 to? Hoof “ay dar. 
sonsteTtlb sft no beesd ybledse «4 bteq sd ayawiisy a : 
S 


tema tiaaaean rt OO RAL ALALL LLANE AR <a A tt A I I 


jay Yee 4’ wor? te ctetn gntined mort amwiset eds aes | 
7c gateat (soiveroert t Level beveluolso sedgia Ss & 

ah begriads ed bluota petessque at tt dad’ asunave 
.ayewlis® oft ote: 


(awoffo? rsror e367) 


ANGUS, STONEHOUSE & CO. LTD. Kirk 10121 


TORONTO, ONTARIO 


This concept is simply not a satisfactory one, What we 
should be looking at is the level of freight rates to 
be charged on grain. It has been admitted by the 
government that these rates cannot and should not be 
raised -- that there is an obligation by the government 
in agreement with the railways to carry western grain 
at the Crow's Nest rates, and this obligation continues 
fully valid today not only in a contractual sense but 

in the broader sense that these rates are ata proper 
level today in light of the grain growers economic posi- 
tion, the national, economic and social interest and 

the history of agricultural and railway development in 
this country. 

58. This should settle the question. Any notion 
of attributing a railway subsidy to the grain growers 

1s completely foreign to this whole concept and should 
simply be ruled out as inadmissible. The fact is that 
the railways in Canada are not and have never been pri- 
vate enterprises in the usual sense of the word. They 
were made possible by deliberate acts of government 
intervention and assistance, as instruments of national 
policy, both economie and political. The C.P.R. owes 
its existence and most of its non-rail earnings funda- 
mentally to this fact. The Crow's Nest Pass rates were 
established as part of a whole pattern of joint railway 
government agreement and policy. To come along now 

and suggest that transportation policy in this country 
Should be to pay the railways largésannual amounts 


from the public treasury and call this money a subsidy 
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to the western grain producer is wrong, 

59. Let us explain further our concern over the 
proposals regarding Crow's Nest rates which the 

railways have put forward, The Canadian Pacific 
Railway says explicitly that on no account must a subsid 
be charged against the railways -- the subsidy instead 
must be identified as charged to the grain producers, 
They attach importance to this distinction and so do 
we. There is just no end to the amounts of money which 
might be paid in future to the railways under the guise 
of a subsidy to the western grain grower were the rail- 
way proposals adopted, The Tact is that af the ratl- 
ways are having difficulty maintaining their earnings, 
this difficulty is to be properly identified as a 
Marrec. result of increasing competition, loss of 
business, and a breakdown of the effectiveness of the 
differential pricing system upon which the railways 

(and the Canadian nation in the process) were built. 

We fail completely to see why the statutory grain rates 
should be singled out for attack especially when on 

the basis of cost calculation adopted by the railways we 
have no doubt many other losses could be determined. 

60. The level of grain rates is a matter of 

public policy and statutory decision, This is the 
nature of the contract between the CPR and government 

On the one hand and the western grain producer on the 
other, The railways' proposals before this Commission 
choose to ignore the fact that this contract, re- 
established in revised form in 1925, must be looked 


upon as part of the whole picture of transportation 
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policy in this country, Estimates of the monetary 
j return to the railways of subsidies and lands granted 
; under the Crow's Nest Pass Agreement are not by 
4 

themselves alone very relevant. What is relevant is 
. the fact that the Agreement was entered into by the 
i railways in light of their need to complete their 
: national transportation system, Also relevant to any 
‘ review of the railways! financial position is their 
: whole earnings picture both rail and non-rail, This 
# includes steamships, communications, land and mineral 
: rents and royalties and so on -- all intimately 
a associated with the whole development of the railways 
: and the government assistance given them, These are 
¥ the principal grounds upon which we recommend to this 
; Commission that the railways' proposals respecting the 
ie Crow's Nest rates be rejected, They are fundamental 
' and overriding in our opinion, 
; 61 What then, is the significance and relevance 
. of the railways' estimates of cost of nandling grain, 
o leaving aside for a moment the question of their 
‘ technical accuracy and validity. The answer to this 
98 is, we believe, that they are only one factor to be 
si considered in looking at national policy respecting 
98 Crow's Nest on the basis we have just outlined. In 
06 no sense can they be accepted as a formula for making 
a payments to the railways and calling them a subsidy to 
. the grain producer, 
sf 62. We are far from convinced, too, of the validity, 


even on the narrow basis of judgment represented by the 
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railways' cost studies, of the claim that the Pia 
grain rates are heavily non-compensatory, The interest 
charged on investment is excessive, the allocation for 
constant costs we would think is excessive and reflect n 
detailed study of what these costs should be. We 
expect that undue costs have been attributed to grain 

at the country end. For grain no railway warehousing 
is required, no handling and supervision is needed, 
railway cars are coopered and filled by elevator 
companies and such a large volume is handled that 
numerous economies are possible. Since these Crow's 
Nest Pass rates were established the average number 

of cars of grain on each train has been greatly increase 
and cars hold about double the amount of grain, Le 
inadequate allowances are made for lower costs in 
handling grain at the loading and unloading ends the 

ton mile costs for services beyond the hauling are 

bound to be larger than grain should carry, However, 
this is a complex matter on which work is being done, an 
we are confident that expert analysis will show the 
railways' estimates to be too high by far even on 

their own assumptions. 

65. Finally, it seems fair to say, with the 

U.S. Interstate Commerce Commission, that "The cost 

of transportation of any one article of commerce can 
never be disposed of with any accuracy .. . If the 
carrier desired to make the cost of any particular 
traffic appear large or small, it would not be diffi- 


cult to swell or lessen it by such figures as would 
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appear plausible in each case," (As quoted in 

The Economics of Competition in the Transportation 
Industries by J. R. Meyer, Merton J. Peck, John 

Stenason and Charles Zwick, Cambridge, 1959; ps LfO-keo 
It should be noted that the above statement was quoted 
by Mr. Peck. ) 

MR. SINCLAIR: I rise at this time, Mr. 
Chairman, to say to the Commission that I am sure the 
witness would like to add that that quotation comes 
from a case of 1890 from the Interstate Commerce Com- 
mission, and I may say that I will have some ques tions 
to him on this matter. 

I think, inadvertently, I would say, he has 
lifted it very much out of context. 

THE CHAIRMAN: I think he is quoting direct 
from 'The Economics of Competition in the Transpor- 
tation Industry" by Meyer and Peck. 

MR, SINCLAIR: Yes; that is why I think it is 
so important to have it done. I am sure the witness -- 
because I know a little bit of his background -= would 
be very glad to do this because he has here fallen 
into grievous error; and possibly he and I -- and I 
think this would be the time to do it, if you don't 
mind -- could read this together. 

I am reading now from the book you have refer- 
feaeeo, Mr. Chairman, and this 1s .. .« 

THE CHAIRMAN: He has given the reference in 
the submission, 

MR. SINCLAIR: Yes; but he didn't state 


that the case was Haddock versus Delaware, Lackawanna 
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and Western, 1390, which is also shown; and, Mr, Chair- 
man, he didn't go on to say -- which I think he would 
like to do now -- to read what immediately follows that 
quotation to put it in its proper context; and particulan- 
ly, if he would like to do it, to read the part that I 
have.underlined....\. 

I will cross-examine him on it in due course. 

THE CHAIRMAN: You will have that opportunity. 

MR. SINCLAIR: I do think it is unfortunate 
that in a brief like this a matter as important as 
that was not more carefully gone into, 

THE CHAIRMAN: You.may correct that,.if it 
needs correction, in cross-examination, 

MR, SINCLAIR: Thank you, Mr, Chairman, 

THE CHAIRMAN: VESs.,Nre «Kirk? 

MR. KIRK: Even if the costs have been 
accurately calculated, they would still not be as low 
as they should be because there is so much automation 
and technological improvement still to be completed 
before costs would be as low as they could go. (In 
dieselization and "In the development and use of cen- 
tralized traffic controls, automatic signalling devices 
and modern switching and freight handling apparatus 
etc., we have also lagged behind the United States’. 
Final Report, Royal Commission on Canada's Economic 
Prospects, Ottawa, 1957, p. 273.) 

65. We commend this Royal Commission for having 
undertaken an independent analysis of costs of moving 


the statutory grain traffic. It is not an easy task 
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but an effective appraisal of the railways’ cost 
estimates is necessary and desirable, I might add, 
in spite of their limited relevance,competitive rates 
and agreed charges place a ceiling on revenue that may 
put them frequently below fully distributed costs, 

It seems unreasonable that under conditions when most 
rates are being held down by competition that the 
railways should ask that their revenues on statutory 
grain should rise with costs and without regard to the 
effects of these competitive ceilings on the overall 
traffic picture, Their proposal would identify grain 
as the only money losing class of railway business -- 

a proposition which we are sure the Commission will 
find is very far from being the case. 

ere If desirable improvements in railway effi- 
clencies are made and all inappropriate charges deleted 
from the cost calculations, we do not expect statutory 
rates to be very far, if at all, out of line with those 
costs, But we repeat our central point that such 
calculations are in any case only one factor in consideral- 
tion of the Crow's Nest rate question, Moreover, too 
much emphasis has been placed on thse rates as the 
reason for the railways' present-day basic difficulties. 
Solutions to their problems will rest in areas other 
than those related to statutory grain rates. 

68, The recommendations of the railways for a 
Subsidy or a tax exemption on behalf of western 

farmers to make up the difference between their esti- 


mated costs and revenues in the handling of grain are 
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not in our opinion, for the reasons outlined above, 
soundly based. If such a Subsidy were provided it 
would: 

(a) misrepresent the whole nature and sig- 
nificance of the Crow's Nest rate arrangement, 

(b ) divert attention from the very basic problems 
of the railways! declining competitive 
position, 

cope attripure & subsidy to western farmers which 
in fact would be paid because of the railways! 
competitive losses and slow technical im- 
provements. 

(d) . charge to western farmers the railways! 
losses on passenger services and other 
unremunerative business. 

(e) add another burden to agriculture in addition 
to those already suffered from the inequalities 
of horizontal rate increases on other come 

-modities,. 
Ceneral Freight Rate Increases not a Remedy ; 
69. The Canadian Federation of Agriculture 
has over the years strongly opposed the successive 
horizontal rate increases that have been applied at 
Such a rapid rate, Since the war, horizontal rate 
increase awards have cumulatively amounted to 157 per 
cent less the reduction made possible at present by the 
$20 million federal subsidy. The actual average level 
of rates has increased very much less, of course, which 


in itself is a measure of the degree of distortion of 


er ete rae etword ort t0 sont 
amoldorq vlesd ytSv ad? mort soltness trovtb . seal 
eyititeqnmes antntiosd tayewlber ontt 20 wd ie ea - 
.  \gotttseg: © ; Say 
‘intdw eremrs? avedaew og ybtedua B otnstadin (2) : 
'ayswiter odd? to, sausoed bisg sd Sivow toptinks  ). i : 
amt Leotarioed wolfe bee seaaol evidiveqmos! 

. ih sadremevorg 

leyvawltea odd axenrtsT mresasw dw egrsio nthe 

s9nwo bas esotvre" tagnsees¢ mo eseeol et 
-seontaud evisersnumsity a). 

noldteba of oud luotepe oF nebuud wergons bbs | 
aolvifaupast ancy mond bersYws ybssiia esont, oF 
amo9j Yedto mo esaseromt otaxr Ladnosiron’ to 
> eebetbom’ 

sy bemen & ton seaaetoni sist tigtert Le 198 
aqutiwortga 2% nobisrebet asibansd sit 


may, : 
avtasepoua sit Deaoqggo vignorde: exrsoy old TSVO 


eos 


te betlagqe need sven tant asesoront ste1 [stn 3 


ets: [Rinostirot yraw afd sonmt2 svat biget s/xi9 


neq Yel of batavoms ylevitelumuo even abiaws 96 sae 


_ adit yd gneseta se eldhasoq sbsm noltouber ort aeel 


ve 
7 


[evel sysreys [evdos enT | .ybtadva Leiebel oaeer 
# .oBtIOD ‘to .eeel doom yrov be 
» o~ 6 se a 


- , 
4 iM > ¢ 


ancus. STONEHOUSE & CO, LTD. Kirk 10129 
the rate structure that must have taken place. It is 
no wonder that we have felt concern, We have been 
charged with taking a position that would apparently 


never admit of the need for a general rate increase, 


This is hardly so, What we have felt is that there has _ 


been, from a point of view of the national interest, 
far too great a readiness to increase rates -- that 
such action has tended to be premature; the result has 
been excessive loss of business by the railways and an 
increasing distortion of the rate structure as the 
attempt goes forward to obtain increased revenue from a 
declining proportion of the traffic, This distortion 
has been viewed with ei Eh by others than ourselves and 
is a principal reason for the appointment of this 
Commission, 

70, Our view is that at the present time a halt 
should be called to the granting of general rate in- 
creases for a period of years, Freight rates are 
becoming competitive, over a widening area, as witness 
recent reductions in commodity rates on fresh meats 
and livestock from western to eastern Canada. It is 
very much in the national interest, it seems to us, to 
call a halt to further erosion of railway traffic 
caused by general ae increases and the creation of 
added inequities to some users in a less preferred 
Position as regards competition from alternative forms 
of transportation. 

71. Further, horizontal freight rate increases 


would be ineffective in meeting the present needs of 
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! 
| 


; 
the railways. Higher freight rakes on non-competitive 


; 
traffic in order to achieve the impossible is economical- 


ly unsound and against the national interest, General 


freight rate increases have been particularly onerous 

. | 

7 

Te. It has been indicated early in this brief that 


on agriculture, 


farmers and their families carried about 40 per cent of 
the railway freight charges in 1958, Yet from farming 
operations that year the farmers obtained only 5 per cent 
of the net national income, Moreover in 1958, the 
agricultural labour force was only 124 per cent of the 
total labour force of Canada, 

13. These figures illustrate the disproportionate 
burden which the farm sector of our economy bears from 
general freight rate increases. 

74, Reference has also been made to the much grea- 
ter length of the haul of railway freight consisting of 
Pickitural commodities and of supplies required by 
farmers for productive purposes.: It is on these long 
hauls that railways experience the least competition and 
therefore it is to this freight that the full amount of 
any authorized general freight rate increase would be 
most likely applied. 

‘ios The unfavourable position of the agricultural 
industry today, because of substantial increases in 

the cost of goods and services used by farmers and the 
lower level of agricultural prices and the consequent 
decline in farmers! net incomes from farming operations, 


Gives further support to our contention that general 
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freight rate increases would be a most inequitable burden 
on agriculture and are not a remedy for the railways! 
present difficulties, 


Adaptation of Transportation Policy 
to the New Environment: 


0. As on several previous occasions in Canada's 
history, it appears that a point has now been reached 
where changes in conditions have been so extensive that 
transportation policy needs to be adapted again to its 
new environment, Conditions may now be favourable for 
making substantial progress in such redirection of policy 
his The new policy must be something more than 

@ stop-gap measure designed to stave off the financial 
difficulties of the railways for the time being. Le 
would be desirable that it should make a positive 

and effective contribution to improving the efficiency 
of the railways, enable them to meet competition better 
in the future, and to carry out their central role in 


national policy. 
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78). Appropriate criteria should be used to guide 


the selection of new policy measures if they are to promot 
the desired objectives most effectively. First,trans- 
portation should continue as an instrument to maintain 
fatachian unity, to promote and maintaim the economic 

and political development in Canada. Railways will 
continue to play a major role in this field. Transport 
policy should continue to ease the —s transport costs 
incurred by regions outside the central portions of 
Ontario and Quebec. Horizontal rate inereases that add 
to the inequities borne by agriculture, and the further 
erosion of railway traffic should be discouraged. The 
role of government in developing and assisting the various 
forms of transportation and so making possible continu- 


ation of a policy of promotion and assistance in improve- 


ment of transportation service of all kinds in the nat iona: 
“interest, should be taken comprehensively into account. 
79. A major handicap of the railways is the diffi- 
culty of abandoning unprofitable and obsolescent services. 
These services have accumulated more rapidly in recent 
years as competition has mounted, Private automobiles, 
buses, and more recently, aircraft have encroached on 
Pailway passenger traffic, (see year-end report of 

N..R. Crump, President, Canadian Pacific Railway, 

December 28, 1959) as trucks, ships and pipelines have 
Upon railway freight traffic. The risk of abandonment 
may have become a less serious problem since highways 

are being increasingly kept open and serviceable for 


buses and trucks throughout the winter. 
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80. We are sure the Commission is aware that the 
whole field of passenger service on main lines and branch 
lines will need special attention and study. The need 

is to develop principles for the guidance of policy in 
this important aspect of transportation, to consider how 
the national interest can best be protected, how essential 
national services can be maintained and which services 
are unessential and should be abandoned by the railways. 
The Question of Assistance to the Railways 

81. Quite obviously, in view of what we have said 
and the development of the freight rate problem, the 
question arises as to whether financial assistance to the 
railways is or is not necessary. We would first of ail 
like to make the point that we like the word assistance 
better than "subsidy" because we think it expresses 
better the attitude and approach that should be taken to 


| this question. Since they are instruments of national 


policy, like the airlines, the highway system, the water- 
ways and so on, the railways may quite well, in appropriat 
circumstances, be recipients of government financial 
mtributions without these contributi ons carrying with 
them any particular stigma such as is sometimes associated 
with the word "subsidy". 

82, The fundamental justification for assistance of 
course is related to the economic and policital respon- 
sibilities of the federal government for assuring that 
transportation policy properly contributes to Canadian 
unity and the economic viability and equity at treatment 
a@ the various parts and groups within the nation. 


83. At the same time, there is of course a presumpti 
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against making such contributions except for good cause. 
84, We hesitate, with our present knowledge, to 
state dogmatically whether assistance Should be given or 
not, and if it should be given, on what basis, But we 

do not reject the very real possibility, and indeed prob- 
ability, that some such assistance will be necessary. In 
coming to a decision on this matter, we think the Com- 
mission should take into account the following: 

(i) Assistance, if any, should be provided in a 
form that will most constructively contribute to the 
improvement of the service that, in the national interest, 
the railways provide. 

(it) The overall financial position of the railways, 
including rail and nonerail earnings, can legitimately be 
taken into consideration in determining questions of 
financial need, as can the question as to whether or 
not some part of the capital of the railways by which rate 
of return is measured is overvalued. 

(ii1) The achievement of fullest efficiency and 
rationalization of operations should be a requirement 
on which any degree of assistance is conditional and by 
which the need for it is measured. 

(iv) The impact of provincial and federal policy 
and assistance provided in other areas of transportation 
Should be taken into account. 

(v) Flexibility and adaptability of policy to meet 
Teadily the varied economic conditions we may expect in 
the future should be assured 
85, We hav, in this connection, some very tenta- 
tive suggestions for possible ways of providing assistance 


if such is deemed necessary. They are not put forward 
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dogmatically but in the hope that they may represent 4 
contribution to thinking on this very dif ficult problem. 


Assistance on Costs of the Maintenance af Way 


86. The main line railway services linking the 
provinces coast to coast have made possible the mainten- 
ance of Canada's national unity and to the fulfillment 
of federal responsibilities, Assistance on the basis 
of a suitable proportion of the maintenance of way costs 
(in 1953, maintenance of way and structures cost $228 .6 
Hillion on all lines. See Lessard, J. C., Schedule 8. 
Main line maintenance alone might run to $50 million or 
more. How much of this would be needed is a question 
that should receive considerable study,) on these main 
lines would be similar in nature to the assistance given 
to highways and other forms of transport. 

87. The precedent for such a subsidy has already 
been established in the "bridge" subsidy of $7 million 

a year paid by the federal government for maintaining 
Tailway lines north of Lake Superior. This form of 
assistance serves, we believe, to very clearly identify 
the nature of the basic conditions of great distances and 


small population that characterize Canada and are at the 


root of so many of her problems of national policy. It 
could be simply applied. The federal government would 


Simply pay the railways the proportion of main line 


maintenance costs that was ruled appropriate. It would 
3) be flexible, Depending upon the national interest and 
the needs of the railways, the assistance would be ad- 


| Justed to various levels, running anywhere from a small 


| Part of the main line maintenance costs to 3211 of main lin 
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costs and part of all of essential branch line maintenance 
costs. In short, this type of assistance could meet a 
good many of the considerations that should be taken into 
account in providing assistance, 

Assistance in Modernization of Railways 

88. Railways in the United States have made out- 
standing progress in the adoption of advanced railway 
techniques in the past ten years and still greater gains 
are being planned for the years ahead. 

39. Canadian railways too have adopted many 

modern railway techniques. They have plans for further 
progress in this field in future years but, in the main, 
it is our understanding, they are behind the United 
States railways. If Camadian railways are to maiteain 
and improve their position in the field @& transportation 
and in Canada's expanding economy, modernization of their 
freight and passenger serwices must be stepped up and as 
rapidly as possible. If our railways were brought up to 
a peak of efficiency by the elimination of outmoded, 
obsolete and unprofitable facilities and practices and if 
these were replaced by new ones which are now available 
and which are under development, labour productivity 
would be increased, costs would be reduced, a larger 
Proportion of existing freight and passenger business 
Would be retained, new business would be attracted and 
their competitive position would be vastly improved. 

90. Federal government financial assistance as a 
contribution to the attainment of this om jective would, 


we think, be an acceptable form of assistance to the 


‘Tailways in the eyes of the government and the Canadian 
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public. 
Ql. We are unable to calculate how much money would 
be required but it should be sufficient to provide the 
funds necessary to accomplish the aims ot' the plan and 
ensure that no further government assistance would be 
necessary for several years, 

92. One feature of sueh assistance that appeals is 
that it reduces the pressure to increase railway earnings 
on the grounds that these are needed to attract capital. 
We do not feel that the attraction of equity capital 
Should be a determining consideration in assessing the 
need for railways earnings. 
Assistance in the Maintenance of Main 


enger Services 


93. For many decades main line passenger services 


’ Pass- 
Bh Sscheti 


have played ~ important national role in many areas of 
Canada's development. Their value to the nation in 
wartime has been incalculable. They have carried count- 


less settlers to western Canada where they tilled the 


fertile prairie lands and made a major contribution to 

a new dominion. They carried harvesters in great 
numbers for many years to and from the expanding wheat 
‘fields of the prairie provinces before farm mechanization 
reached its present dimensions. They have materially 


aided in the opening up of new communities and in the 


and they have carried hosts of visitors arid tourists east 
and west across Canada. They have aided in a mest 
Concrete way in uniting the central and prairie provinces 


€conomically, politically, socially and culturally with 
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the provinces bordering Atlantic and the Pacific oceans. 
O4. While the airlines, their most important presen 
day competitor for carrying passengers, have taken over 
some of the functions of the transcontinental railway 
operations, they cannot by any means, we think, adequately 
fulfill them all. 

95. The future of the interprovincial railway 
passenger operations should, we believe, command the most 
eareful attention of the Commission. 

96. If the Commission decides - and I would like to 
emphasize, while we have made these remarks, the whole 
guestion of passenger service, whether it exists or not, 
is not a question of national peitey - that a discontinuante 


or further reductions of these services would not be in 


the national interest and it can be shown that they are 
Wing operated at a loss, assistance from the federal treas 
ury to meet these losses would appear to be indicated, 

OT» Similar considerations may well be given to 


commuter services and perhaps some other passenger 


operations. 
CONCLUSION 
8. May we conclude by again stating our principal 


contentions as contained in this presentation. 
(1) Successive general horizontal rate increase awarfis 

have resulted in a growing distortion of the rate struc- 

ture as an attempt has been made to obtain increased 


revenues from a shrinking proportion of the rate traffic. 


al 


In this process the burden of the agricultural freig 
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user has been disproportionately great. Also, the 


Pailroads' share of the freight business has declined. 
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Present national policy should be to avoid further general 
rate increases while taking all reasonable steps to im- 
prove railway efficiency, realize fair earnings to the 
railways companies, and improve in general the ability 

£ the railroads to meet the severe competition with 

which they are faced, 

(ri) National policy as well as the welfare of 
Canadian agriculture dictates that the statutory Crow's 
Nest grain rates remain at their present level, and with 
this there is little or no disagreement. But more than 
this, these rates stand in a special, and in a very real 
sense contractual, relation to the Canadian economy and 
to national policy both historically and as a present 
fact. The railways! proposals which call for a national 
Subsidy to them in the guise of a national subsidy to the 
western grain grower are made in disregard and denial of 
this relationship,and therefore must be rejected. 

(iii) Because they are an instrument of national 


policy,and not just another business enterprise, the 


Question of the possible need for giving Pinancial assis- 


tance to the railways, whether the C. N. R. or the 

C. P. R., is always a valid one deserving of examination. 
Canadian railroads were started with government aid in 
the form of cash and land grants. Other forms of trans- 
portation have enjoyed various forms of government assis- 
tance and/or direct operation. The question is not one 
of principle but of policy... The need for assistance and 
the basis for assistance should be seriously examined, 
and the assistance granted if required in light of all 
Circumstances and if the need is minimized by realizing 
the greatest possible progress in increasing productivity 


and efficiency in railroad operation. 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, cr-ex, 10140 
TORONTO, ONTARIO (Cooper) 


THE CHAIRMAN: Mr, Cooper? 
CROSS-EXAMINATION BY MR. COOPER: 
a ea eee evunasaninaonssiouiensaseeseaeennenaar 


Q@. Mr. Kirk, would you please, for the record, 
give the Commission some further information as to the 
position of the membership af the Canadian Federation 
of Agficulture. You have touched on the subject in 
the first paragraph of your Submission, but I would like 
you to enlarge on that to some extent, 

A. Yes. Well, sir, the Canadian Federation 
of Agriculture is, for the most part, a federation of 
federations. Its membership is, I think, thirteen, 
its own members, and this consists of federations of 
agriculture in the western provinces, British Columbia, 
Ontario and the maritime provinces. 

Now, we have three organizations direct ly 
affiliated with us in Quebec; there is no federation of 
agriculture in Quebec, One of our members is the 
Cooperative Federée de Quebec, the large wholesale far- 
wers! cé-operative; another is L'Union Catholique des 
Cultivateurs, the Quebec organization of the French+ 
Speaking farmers; the other is the English-speaking 
farmers' association. 

Then we have three national associations: We 
have the Dairy Farmers of Canada, we have the Canadian 
Horticultural Council, and we have the United Grain 
Growers, who operate interprovincially in grain handling. 

I perhaps shouldn't go into further detail 
aS the structure in each case is different, largely due 


to historical circumstances actually, and a detailed 
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ANGUS, STONEHOUSE & CO, LTD. Kirk, cr-ex, 10141 


TORONTO, ONTARIO (Cc ooper ) 
1 
2 description of that would be a fairly lengthy procedure, 
3] sir. 
4 Q. I consider you could leave it at this, 


5| that so far as the provincial federations of agriculture 
6 are concerned, those are all affiliated with or are 


members of the Canadian Federation of Agriculture? 


7 

A. They are our members, yes, and then within 
: each provincial federation there is an organization of 
? farmer organizations of various sorts, depending on each 
10 province. 
11 Q. Thank you, Mr. Kirk. Has this submission 


12|| been submitted to your direct members, that is to the 


13| Various povincial federations of agriculture in partic- 


ular? 

14 
A. Yes. The procedure we have followed in 

15 

this case is that the matter has been discussed on the 
16 
'| broad outline of our position, First of all, the direct- 
17 


ion was given to us by resolution of our annual meeting, 
18] and, second, the quite extensive discussion of the 

19 policy questions involved here has taken place with our 
20| Poard of directors. This is prior to the presentation 
91| Of the detailed brief. Then our first draft of this 
Presentation was submitted, not to the board - we were 
unable to have a board meeting - but to representatives 
of our member bodies for this purpose to a national 
meeting, and there wags detailed consideration given to 

| What we are saying in here at that time.by these 

46] representatives. So- that is our position on that. 

27 | Q. It would perhaps, then, be correct to say 


| 2 
2g | that your submission, the submission you have made this 
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RONTO NTAR 10142 
TO » ONTARIO (Cooper ) 


morning, has been endorsed and authorized by your 


member s? | 
A. I would very confidently state that. 
Q. I direct your attention to page 2 of the 
submission, Mr. Kirk, where it is stated: 
"National policy as well as the welfare of Canadian 
agriculture dictates that the Statutory Crow's Nest 
grain rates remain at their present level, and 
with this there is little or mo disagreement. "' 
Is it contemplated by that Statement, Mr. Kirk, 


that the statutory Crow's Nest rates Should remain at 


their present level indefinitely? 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, cr-ex 1014) 2 
TORONTO. ONTARIO (Cooper) a Hl Pa ee 


A. Well, indefinitely for as far as we 
ean see into the future, with the conditions under 
which grain is produced and sold in the world market, 
"Indefinitely" is a very long time, of course, 

Q. Well, so far as the Federation can see 
into the future, at least for that period of time, the 
Confederation considers that the statutory Crow's Nest 
grain rates should not be altered; is that the correct 
way of putting it? 

A, That is right. 

Q. Also on page 2 you refer to the railways 
as being instruments of national policy and not just 
another business enterprise. That theme is recurrent 
throughout your submission, Mr. Kirk? 

A. That is right. 

Qe The theme of the railways being instru- 
ments of national policy and not just business enter- 
prises, or private business enterprises. Could you 
enlarge on that and indicate to what extent the 
Federation considers that principles applicable to 
private business should be allowed to operate in the 
case of the railways -- and I particularly would like 
you to direct your attention to the point as to whether 
or not the railways should be encouraged and permitted 
to make every effort and, in fact, to earn profits? 

A. Well, you say, the extent to which they 
Should be permitted: I would put it like this: that 
they should, of course, be permitted to earn profits, 


but the level of rates and the nature of the rate 
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GUS, STONEHOUSE & CO. LTD. 24 ‘ _ 
os TORONTO, ONTARIO Kirk, cr-ex 10144. 
(Cooper ) 


structure under which they attempt to earn profits 

is certainly a matter for considerations of policy 
that go beyond the single criterion of ability to 
earn profits on the part of the railways. Does that 
answer it? 

Q. Yes; I’think that gets to the considera- 
tions of the questions that I had in mind. What you 
are saying, if I understand you correctly, is that 
fundamentally, the railways should be in a position to 
earn profits but if rates in any particular field are 
at such a level as to discourage the industry in 
that field, then questions of national policy might 
enter in? 

A. They might well, yes. 

Q. And the rates be allowed to remain, 
or reduced to an unremunerative level for the railways; 
is that correct? 

ne Well, they might, of course -- yes, that 
they might -- the rule might well be made that they be 
not reduced. When you say "an unremunerative level" 
this raises a great many questions of what you mean by 
that, so I would hesitate to give a quick "Yes"or "No." 
That is part of the issue involved in this whole Crow's 
Nest question, 

Q. Assuming the railways could establish 
that any particular rates are at an unremunerative level, 
4s I understand it, the particular industry or particular 
Producers to which those rates apply might have interests 


Paramount to those of the railways, so that the rates 
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ANGUS, STONEHOUSE & CO, LTD. Kirk, cr-ex 


TORONTO, ONTARIO t oF 4 bh 
(Cooper ) 


should not be increased or, in certain circumstances, 
might perhaps be reduced in the interests of national 
policy? 

Ay Yes, that is right, with the proviso I 
made, that it has never been the central criterion of. 
railway rate making in this country that you measure, 
in the case of each individual rate, the question of its 
-- what was the word you used? -- the question of 
whether or not it is remunerative -- as a single rate. 

Q. In other words, the economic position of 
any particular industry has not been taken into account 
historically in the fixing of rates? 

A. Well, certainly the economic position of 
the western grain industry has historically been taken 
into account in the establishment of grain rates, 

Q. Well, let us say perhaps with that one 
exception? 

A. Well, I am not an expert on all the 
Judgments of the Board of Transport Commissioners, but 
when you say "taken into account", many people take 
them into account. I think there have been times 
when the railways took into account the economic positio 
of an industry in setting rates. I think as a general 
rule the Board of Transport Commissioners, as I have 
understood it, has taken the position that it is not 
their job to look after the broad economic position of 
all industries in establishing rates -- that that has 
been their position. 


Q. Would you agree with that position? 
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ANGUS, STONEHOUSE & CO. LTNn Kar, er-ex Wa 
TORONTO, ONTARIO aed 
(Cooper) 


A. This has been the position of the Board 
of Transport Commissioners, and I can see a great deal 
of point in them arriving at that position, but the 
position of the Board of Transport Commissioners and 
the position of a Royal Commission can be quite different 
things. 

Q. You say that the railways are instruments 
of national policy: do you consider other transportation 
media also instruments of national policy? For example, 
the trucking industry: would you put that in the same 
category with the railways, as an instrument of national 
policy? 

THE CHAIRMAN: Well, I think we will adjourn 


while he is thinking of that question. 


---Luncheon adjournment, 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, ecr-ex 
TORONTO, ONTARIO (Cooper) 1LO147 


---On resuming at 2.00 p.m. 


THE CHAIRMAN: ear aie Very well, 
Mr. Bocper, 

MR. COOPER; Thank you, Mr. Chairman, 

Q. Mr. Kirk, before we adjourned for lunch 
I had directed your attention to page 2 of the submissio 
where you refer to the railways as being an instrument 
of national policy, md I had asked you the question, 
are other transportation media also instruments of 
national policy, for instance, the trucking industry? 

A. Yes, Well, I would certainly say that 
in the case of the trucking industry it has not been an 
instrument of national policy to the same degree that 
the railways have, nothing like it. It is under 
provincial jurisdiction, and nationally our government 
has given up, has refused even to accept a Supreme 
Court judgment as to its provincial jurisdiction. It 
makes it difficult for me to say it is a conscious, 
deliberate instrument of national policy. Certainly 
the trucking policy is very relevant to transportation 
problems, 

Q. Do you consider that the trucking industr 
Should be under the control of a central regulatory 
body leaving aside this question of the surrender of 
Jurisdiction for the moment? 

A. Well, that is a very big question and it 
is not a question that we have, of course, answered 
in here, The last annual meeting of our organization 


Passed a resolution in which they -- I should make it 
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ANGUS, STONEHOUSE & Co. LTD. Kirk, cr-ex 10148 
. ONTARIO (Cooper) | 
clear they did not say that they thought there should 

be a comprehensive federal control of trucking but 

they did in this resolution ask that the government -- 
it was not referred to this Commission -- that the 
government inquire very carefully into the possibility 
that the national interest did require perhaps nationali 
zation of the railroads and increased federal control 

of trucking in the interests of the comprehensive 
nationalization and improvement of transportation 
policy. This was put in the form of a resolution, 

COMMISSIONER GOBEIL: Did you say nationali- 
zation of the railroads? 

THE WITNESS: Yes. The meeting did not 
take the position that the railroads should be nationali 
zation but they took the position that it is something 
that should be inquired into very carefully. 

MR, COOPER: Q. Was that resolution 
forwarded to the government? 

A. That is right. It was presented to the 
government in our annual presentation to the cabinet 
this spring or late winter, 

Q. I direct your attention to page 3 of 
the submission where you say in paragraph 6 that 
transportation services have had to be adapted on 
several occasions to enable agriculture to make its 
greatest contribution to the economy. Would you 
please illustrate, if you will, by examples, what you 


had in mind in making that statement? 


A. Well, I think what we had in mind was 
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that as a matter of national policy the whole building 
of the railways to start with, the transcontinental 
system, was dictated to a great extent by agriculture, 
The Crow's Nest Pass Agreement and the 1925 provision 
with respect to grain rates are examples, I think 

in part the Maritime Freight Rates Act is an example 
of this. 

Q. Although, as you stated this morning, the 
Maritime Freight Rates Act cannot be exclusively tied 
a. 

A. Of course not, that is right. I think 
that agriculture has figured largely in decisions, not 
exclusively obviously, but largely in decisions like the 
$7 million bridge subsidy. 

Q. I turn to page 4, and I think you would 
agree that when you make the statement in paragraph 7 
that transportation should be subject to public regula- 
tion and control to ensure that agriculture's interests 
were protected, you are not implying that public regula- 
tion and control was instituted solely in the interests 
of agriculture? 

ve No, that is rather poorly worded in that 
respect, 

Qo I think you would agree that public regu- 
lation and control was established not only in the 
| interests of agriculture but in the interests of the 
country as a whole? 


i Of course, 


Q. You referred this morning to the Maritime 
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Freight Rates Act and the statement appearing at the top 
emipageo5: Of U2. cana’ a 30 per cent on the outgoing 
traffic from those areas," You pointed out this morning 
that the 30 per cent figure was increased from 20 per 
cent in 1957 and just for the purposes of the record you 
will agree that the 30 per cent of outgoing traffic 
applies only to the portion of the haul within the 
select territory? 

A. Yes 

Q. Also on page 55 paragraph ll, you mention 
there the incidence of transportation charges for 
agricultural products as being on the agricultural 
producers because of the difficulty or impossibility of 
passing them on to the consumer or foreign buyer, Would 
it be correct to Say that the incidence of transportation 
charges then, in fact, be passed on to the domestic con- 
sumer? 

fr: NO, I’ao rot “think it would. it: is nes 
possible to be completely dogmatic on this question, but 
our point is that the economic position of agriculture is 
and has been for a good many years, and promises to be 
for a good many years more, one where the process of 
agricultural adjustment is not one of attracting resources 
into agriculture, it is one of economic attrition against 
the labour resources. Particularly in agriculture there 
is a persistent tendency to over-production and forcing 
Out labour, farmers from agriculture, and this adjustment 
is very painfully and relatively slowly achieved. Now, 


under these conditions the policy of agriculture to pass 
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on increases of cost on the transportation of its pro- 
ducts or, on the other hand, to pass on increases in 
the cost of transportation of goods which it buys for 
production purposes, is severely limited. We believe 
this is the point we are making. 

Q. Well, would it be correct to say that 
the incidence of transportation charges can be passed 
on in some measure to the domestic consumer but you 
believe it is very difficult to pass on the whole 
burden? 

A. That is right. And the period through 
which the passing on can be achieved is quite a long 
one. 

Q. On page 6, Mr. Kirk, paragraph 13, you 
agree to the net income of farm operators and you make 
a comparison between the years 1949 and 1959. Are 
there fewer farm operators today or, we will say, in 
1959, then there were in 1949? 

A. On, yes. 

Q. Have you any figures on that? 

A. Oh, yes, there is almost a third less 
Operators than there were. 

Q. So, although the net income is less in 
1959 there are fewer people receiving that income? 

A, That is quite right, yes. The drop 
in net income per farm operator is something like 6 
per cent, but it has been a drop in the real income. 

Q. The real income drop, PIES for the 


individual farm operator is of the order of 6 per cent 
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as between 1949 and 1959? 

Ae taav is right. Of course, we think the 
significant figure is probably closer to 35 per cent 
than to 6 per cent, 

Q. Why do you think that? 

Pe Because perhaps some place in between, 
remember that this drop in income has been accompanied 
by a tremendous increased investment on the part of 
farmers, I do not have the figures here, but there 
has been a much larger investment per capita in lands 
and capital which presumably would, as I think many 
people would agree, under ordinary circumstances a 
person expects to make some earnings on their capital 
and so some place between the 35 per cent and the 6 
per cent -- I do not know -- the point is the farmers ar 
much worse off; other people's income has been going 
up in the same period, 

THE CHAIRMAN: That is where the cost 
squeeze comes in? 

THE WITNESS; Yes. 

MR. COOPER: Q. You mentioned the figure 
of 6 per cent, What is the source of that percentage 
figure? 

A. The 6 per cent drop? 

Q. yes, 

A It is not a direct source, The income 
and the number of farmers is taken from the labour force 
Survey that is used and the net income from the 


Dominion Bureau of Statistics figures on net farm 
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2 I refer next to page 8 of the submission 
where you state that horizontal increases in freight 
rates tend to be applied more fully to the long-haul 
traffic because there is less competition from motor 
trucks as carriers of these commodities and this fact 
operates to the disadvantage of farmers, I might 
perhaps have something to Say a little later on about 
this general question of horizontal increases, but it 
16 true, I think, to Say that the farmer recently has 
received a benefit, not only of truck competition forces 
but also of lower rates as competitive rates or agreed 
charges, perhaps, as a result of these truck competitive 
forces? 

A. In particular cases, you mean? 

Q. Yes. 

A. Yes. 

Q. Certainly in meat and livestock coming 
from the west to central Canada, Would it be true to 
Say then that the impact of horizontal increases is 
less now on the farmer than it was, let us say, five 
years ago, and is becoming increasingly less? 

As Yes, I think that looked at overall there 
is a trend that way. We have stated ourselves here 
that we think this livestock you mentioned is a sig- 


nificant development, 
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Q. On page 9, in paragraph 21, you mention 
that there are indications that up to now the rate at 
which the railways have succeeded in realizing desirable 
improvements in productivity and efficiency could have 
been prea Chik cad this matter of improvements in 
productivity and efficiency is also related to other 
matters throughout the submission. 

What are the indications that you have in 
mind in making that statement? 

A. Well, the principal evidence we have -- 
I am afraid we didn't have detailed documentation on 
the proposition -- the principal evidence we have is 
the statement contained in the study of transportation 
-- the study by the Royal Commission on Canada's 
Economic Prospects, in which they indicated that they 
felt this was true; and this was the result, we thought, 
probably, of considerable investigation and knowledge 
of the situation. 

Q. Well, in making that statement you use 
the phrase "up to now". Do you consider that trend 
is now arrested and that the railways are now 
Succeeding in realizing desirable improvements in 
productivity and efficiency? 

A. Well, I don't know. The reason we 
used "up to now" is that we feel that "up to now" is 
the historical basis and that the question is what 


will happen in the future. 
Q. Having regard, perhaps, to up to the 


time the Gordon Commission made its finding? 
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A. Perhaps so, yes, 
; Q. On page 10, and generally in paragraphs 
26 and 27,you refer to the costs of operating some 
branch lines as not being met by the revenue on these 
lines. That raises, generally, Mr. Kirk, the ques- 
tion of abandonments of branch lines; and I should 
like you to assist the Commission, if you ean, 1m 
Seed ing the Commission whether or not the present 
procedure for abandonment of branch lines should 
be changed in any way, and, if so, in what way? 

I suggest to you, as a more specific question: 
Should the railways be able to abandon branch lines if 
they can establish that they are losing money on those 
branch lines without more, or do elements of public 
interest come in, and, if so, to what extent? 

A, Well, we do think, first of all, that 
elements of public interest do come in, 

Our position on that is that we recognize 
that the question of branch line abandonment is a 
very valid question, and that no doubt there are cases 
where these lines should be abandoned im the interests 
of avoiding unnecessary costs to the railways. We 
think, though, that the procedure of deciding whether 
Or not the abandonment will be permitted with any 
particular line should take into account the importance 
of that particular line to the users, the adequacy of 
alternative services and the economic consequences to 
the people affected. I think it becomes essentially 


a@ matter of public policy. But, at the same time, we 
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do think there is a field for abandonment and for 
savings here, 

To get down to more detailed criteria than 
that - I don't think that I am sufficiently knowledge- 
able on the subject to do that. 


Q. Would you be able to assist the Commission 


in stating whether, in your opinion, sufficient notice 


is given to interested parties at the present time when 
the railways apply for abandonment of a branch line? 

| A. I think I will just have to frankly claim 
ignorance on the details of the procedure, sufficiently 


to comment on that, We were enunciating what we 


think is the principle of interest here and we were 


not particularly raising an implied criticism of pro- 


. cedure, It is the principle solely that we were 


dealing with. 

Q. Well, you will understand the purpose of 
my questions in these matters is that this Commission 
may have to wrestle with this problem of abandonment of 
brditen lines, and if the Commission can get any assis- 
tance from you in the way of specific suggestions as 
to improvements in present procedure, or any studies 
that the Federation may have on this subject, I am sure 
the Commission would be very glad to have them; but as I 
understand your answer it is that you can go no further 
than state the general consideration which you believe 
Should be taken into account? 

A. Yes, I am afraid that is true. We would 


like very much to give some help, but I am not ina 
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position to do so. 

Q. You also mention in paragraph 28 that 
the Turgeon Commission in 1951 recommended more joint 
action should be taken by the two railways to achieve 
operating economies, and that suggestion might well be 
given further studies by this Commission, 

Can you go any further than that statement 
and suggest any positive measure which the Commission 


might consider with respect to this matter? 


A, No; there, again, I am afraid I can't. 
In a case like that -- and I think you will find, per- 
haps, in some other cases -- unfortunately we aren't 
able to come here in the position of experts in these 
matters with full knowledge of the details of the 
problem, But I think it is true in this case 
that we are expressing our point that the suggestion 
should be given further study by the Commission, 

I think we are correct in that statement.we ar 
reflecting a very widespread view held in the country 
that there is a field here that has been mentioned by 
Commissions, and our point is that this is something 
which we feel shouldn't be left up in the air; and in 
Our mind, on railway policy, we feel that one job 
of the Commission should be to satisfy itself about 
this question, 

Q. On page 13 you mention, at the bottom 
of paragraph 34, the entry of the railways into the 
trucking business. What view, if any, hss the Federa- 


tion got as to the desirability or otherwise of the 
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railways entering into the trucking business? 

A, We have, as an organization, not given 
this consideration as a matter of policy -- this par- 
ticular question. I could say, though, that I have 
not heard within our organization or among our members 
that this was a wrong thing in principle; it has not 
been raised, to my knowledge. I have no objection 
to the participation of the railways in this particular 
business. 

Q. You are not prepared, then, to state 
whether you consider -- and when I say "you" I mean 
the Federation -- that the entry of the railways into 
the trucking business is good or bad in principle? 

A. Except to this extent, that, as you know, 
one of our positions is that the overall position of 
the railways, as a business engaged in many enter- 
prises, is relevant to the question of railway earnings 
and level of freight rates, and to the extent that 
the railways can improve their earning position, I 
think this is true. If they find that it is valuable 
or is making for better utilization of their railway 
services to get into the trucking business I think we 
would rather view this withfavour on the whole 
unless there was evidence that problems of monopoliza- 
tion are arising, which is not particularly the problem 
facing transportation at the moment. 

Q. But your view is, then, that if the 
railways can integrate trucking operations into railway 


operations and make some money out of trucking, then, 
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why, their entry into the trucking business would seem 
to be a good thing? 

A. That is right; I have no Objection to 
that. But there are questions of principle and policy 
involved here, which, as an organization, we have not 
considered, 

COMMISSIONER GOBEIL: You suggest it somewhere 
else in the brief, don't you? 

MR. SINCLAIR: I think I know what you have 
in mind, That is only limited to piggybacking; but 
this is a question of trucking per se, that Mr. 

Cooper is putting to the witness, 

MR, COOPER: Q. You mentioned in your 
answer to the last two questions, I believe, other 
income of the railways. As you know, one of the terms 
of reference of this Commission is whether, and to what 
extent, the Railway Act should specify what assets and 
earnings of railway companies in businesses other than 
railways should be taken into account in establishing 
freight rates, 

What is the view of the Federation on that 
point? You refer to it in the submission, but I am 
not entirely clear from reading the submission what the 
view of the Federation is? 

Br Well, our position is simply that we 
think that the question of the railways -- looking at 
the question of the success achieved by the railways in 
making earnings -- looking at that question in relation 


to the question of equities to the railways -- that, in 
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so far as the consideration is that the railways have a 
legitimate interest in making earnings on their invest- 
ment and so on, the entire position of the railways must 
be taken into account in arriving at such judgments, 

Q. Is it your position, then, that the whole 
of the railway enterprise should be looked at and 
freight rates fixed with regard to the income of the 
railways from all sources -- railway operations and 
non-railway operations? 

A. Yes; freight rates fixed with regard to 
them, yes, among all the other things to which regard 
must be had, 

Qs That would be whether, in certain other 
fields, the railways were suffering losses or not -- 
whether they were suffering a loss or making a profit 
the whole picture would be looked at? 

A. Yes, I think the whole picture must be 
looked at in arriving at transportation policy. 

Qe The difficulty I have -- and I am not 
attempting to cross-examine you on this point at all -- 
the difficulty I have in a question like that is that 
in one part of the submission it is said that passenger 
deficit should not be charged against freight rates? 


A. That is right. 


(Page 10164 follows) 
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Q. And, on the other hand, in the answer to th 
question you have just given it would appear that all 
operations of the railways, non-rail as well as rail, 
should be taken in and have an influence on freight rates. 

Be, well, I think that — T don't myself see 
any difficulty here. Our point about the railway 
deficits, of course, is made particularly in relation 
to the claim that on the railways' business the earnings 
are extremely inadequate; it is in that particular context 
particularly that we are making the statements. But 
our point is in this brief that the railway passenger 
services - if there are deficits and it is considered as 
a matter of policy that these services Should be continue 
in the national and in the public interest, then assist- 
ance should be given to meet these deficits, in which 
case, of course, there wouldn't be a deficit from the 
point of view of the earnings position of thé railways. 

Q. Would itvfollow from that that if the 
railways were engaged in any operation which was considereld 
to be in the public interest and were incurring losses in 
that operation, then assistang@: should be given from the 


public treasury? Is that the position of the Federation? 


A. No, I think it is quite evidently not the 
position. It is not the position in connection with the 
grain rates. 

Q. Iwas just coming to that. Assuming 
that the railways established that the grain to export 
Positions was being carried at a loss, why should not 
assistance be given with respect to that situation as 


well as with respect to the passenger deficits? 
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A. Well, in the case of the passenger deficit 
for example, it seems to us that the difficulties with 
respect to the railways carrying passengers has arisen 
out of the development of very adequate alternative 
passenger services in trains and buses and private 

motor cars. Now, this is one Situation, obviously, 
that - the position is that the difficulty is caused by 
the existence of Satisfactory, presumably satisfactory, 
alternatives because everybody travels that way. Now, 
in the case of grain rates this is quite a different 
Sitwtion, obviously, it is not the position at all. 


The position that we are taking with the grain rates is 


that, unlike the case of passenger service, the question 


of assistance, the suggestion of giving assistance which 
is identified as assistance to grain grower or grain rates 
cannot be looked at in this limited sense because it 
doesn't - it is the wrong perspective, it doesn't compre- 
hensively take into account the position of the grain 
industry in the nation, its historical position. Now, 
in the case of passenger service, I don't see that this 
question occurs. It is a simple question of whether 
you are, in the public interest, going to continue some 
service for a limited number of passengers, the rest of 
whom take other forms of transport. I think they are 
Quite different. 

Q. I.think your view is exactly the converse 
of the view taken by the yee righ who say that we can do 
hothing about the grain rates, they are statutory, and 
therefore since we can do nothing about them we should be 


compensated about our position there; we can do something 
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about passenger deficits and we are not asking for any- 
thing in respect of passenger deficits, What I under- 
stand your position to be is that you are taking the 
exact converse. 

A. I don't know about the exact converse. 
That is the position, I agree. 

Q. I wanted to raise with you, Mr. Kirk, 
the question of horizontal increases. You have made 
the point in several places in the Submission that hori- 
zontal increases and general increases in the level of 
freight rates are not an answer to anything at the 
present time. 

A. We rather suspect this. 

Q. That is correct, is it? 

As Yes. 

Q. Assuming that the expenses of the railways 
are rising and will continue to rise, can you suggest any 
alternative source of revenue to the railways other 
than general increases in freight rates, other than 
horizontal percentage increases? 

A. Well, we have suggested that - you mean 
in gross revenue, do you? 

Q. In gross, revenues? 

A. Well, yee ree in business, we would 
hope. As the country grows and as the rates stay at 
reasonable levels, we would hope that business would 
increase, and I have no other specific ideas for revenue 
sources, 

Q. Well, we have already touched upon the 


question of subsidy or government assistance? 
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1 

2 A, Well, yes, if you meant it that broadly. 

3 Q. a don't mean it in any way; I was just 

4 — 

5 A. I was thinking in terms of commercial 


6 revenue. I was interpreting your question that way. 


Q. Well, I think that is a fair interpretati 
‘ of the question. The only suggestion you have is that 
3 one can rely upon an increase of railway business? 
9 A. Yes; it is in business. I don't have 
10 


any particular ideas of where they might get large incre- 


jl] ments of revenue. 


12 THE CHAIRMAN: You have no alternative methods. 

13 THE WITNESS: No. 

4 MR. COOPER: Q. There have been alternatives 
Suggested, such as maximum pull-downs, and that type of 

_ thing. But you have given no consideration to any 

” alternative method of raising revenue for the railways 

17 


by increase in rates than the method of horizontal 

18] increases? 

19 A. No, I have not. 

20 Q. You do suggest in the submission that there 

1 Should be no general increases for a number af, years, and the 


Statement to which I have reference appears in paragraph 


e 70 of your submission: 

. "Our view is that at the present time a halt should 
- be called to the granting of general rate increases 
25 for a period of years." 

26 A. That is right. 

27 Q. Now, have you come to any conclusion as 


23 | *° how many years you would call a halt to the granting of 
| 
| 
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TORONTO, ONTARIO 


(Cooper ) 
1 
2| general rate increases? 
3 A, Well, our thought ina general way was 


4 a sufficient number of years so that whatever basic 


principles of policy and recommendations are followed 


5 
from this Commission, these should be given a ehance to 
6 
work out. The number of years should be given a chance 
7 


for that consideration and also in the general trend of 
8 conditions in the economy. If you have a violent 
9] inflationary upsurge, this would be a different position 


10/ than if you didn't have any inflationary tendency for a 


41| Number of years. 


12 | Q. Assuming that the railways! expenses 
increase materially over the next few years and they 

i must have additional money from those who use their 

4 Services to keep in business, have you any suggestions 

15 


as to how that money can be raised other than by a general 
16] rate increase, Now, that may be the same question I 
17 asked you a short ee ago in another form, but can you 
1g] Sive any answer to it? 
19 A. No, I don't have any answer to that. Mind 
you, I think we have dealt in our brief with some of the 
impdications of this position we have taken. 

Q. You haw mentioned throughout the brief 
at various points a subsidy or subsidies, or I think you 
prefer the term "assistance", and I think the Federation 
24 has _gone clearly on record in the submission as being oppased 
25 || to any subsidy or oe tied in with the movement of 
26| Sain and grain products to export posit ions? 
27 A... That.is right. 
a8 Q. Would you have any objection to a subsidy 


[Or assistance being given with respect to all 
29 : 


~ _9V | 
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unremunerative services, including grain? 

A. Well, yes --- 

Q. You said that grain must not be the sole 
thing with respect to which a Subsidy is given. i Ee 
it was one of the segments of traffic for which subsidy 
or assistance should be given, what would you say? 

A. I see. No, I don't think we would 
approve of that either, because we think that the 
attribution of a subsidy to the grain producers in the 
way it has been suggested is a wrong principle. 

Q. So it can't be tied in in any way, either 
directly or indirectly, to grain? 

A. No. If you do the same thing to somebod 
else it doesn't change the Situation, as far as we are 
concerned. 

Q. Do you think that the question of the 
cost of moving a commodity such as grain - and I will 
make the question specific - do you think that the cost 
of moving grain to export positions in western Canada 
Should be given any consideration at all by the 
Commission in deciding what, if anything, should be done 
with respect to the Crow's Nest rates? 

A. Well, yes, sir, I think that it would be 
quite impossible to take a sort of an absolute position, 
that the cost of hauling grain had no relevance whatever 
at any time anywhere to the rate charged for hauling 
grain. This is not our position. 

Q. So it has some relevance to the present 
Statutory rates, or should have? 


A. Yes, in principle. Yes, in principle there 
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is some relevance, but our position is that there are 

so many nénneus for it, and good ones, why these rates 
should stay where they are and why there is an obligation 

for them staying where they are without any subsidy 

being given, and a good many of your questions rather 

have the indication that the rates are unremunerative. 

Q. I just want to make it clear, if I haven't 
already done so, that I am assuming that the rates are 
unremunerative, but I am not suggesting that they 
necessarily are. 

A. i see, 

Q. Assuming that the rates are unremunerative, 
then would that be a factor, would that. have any relevance, 
in your view, to the present Statutory Crow's Nest rates? 

A. Well, of course, cost has relevance, 
obviously, to freight rates. I mean, I think this 
is true. I think that the cost of any one freight rate 
doesn't carry rigidly and a necessary conclusion for 
what the level of that rate should be. 

Q. I understand from what you are saying that 
in principle cost has some relevance, but for historical 
reasons and for what I think you woiiid say contractual 
reasons, no matter what the cost study would reveal, the 
Crow's Nest rates should not, in the view of the 
Federation, be altered, is that right? 

A. That is right. 
MR. COOPER: That is all. Thank you, 
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CROSS-EXAMINATION BY MR. HUME: 
ee 


Q. Mr. Kirk, I just have one point I would 
like to clarify, mare than anything else. My name 
is F. R. Hume, and I represent Canadian Trucking 
Maceciations. 

A. Yes. 

Q. On page 13 you are comparing provincial 
control with federal control of railways, and the first 
complete sentence reads: 

"Provineial control of the trucking industry is 

loose relative to federal control of the railways..|" 
Are you speaking there of rate regulation, or control of 
entry, or, what kind of controls are you talking about? 

A. I think we were thinking principally in 
terms of rate making and the establishment of services, 
and the removal of services. 

Q. Rate making and the establishment of 
services? 

A, Principally, yes. 

MR. HUME: Thank you very much. 


CROSS~EXAMINATION BY MR. McDONALD: 


Q. Mr. Kirk, my name is McDonald and I 
represent Canadian National Railways. There are a 
few questions I would like to ask you by way of further 


explanation of your submissions. 


On page 2 of your submission, at the top, you 


"In this process the burden of the agricultural 


freight user has been disproportionately great." 
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Whess, you were making that statement, did you take into 
consideration the Crow's Nest rates on grain and flour 
in western Canada? 

A. Did we take that into consideration? 

Q. YOa, 

A. Well, the statement would be true if we 
did or if we did not, because they are quite proper rates 
-~ the Crow's Nest rates, | 

Q. And has the burden been disproportionate ly 
great in respect to the grain in western Canada -- 
speaking of the burden on the farmer? 


A. We are talking about horizontal rate 


' increases here, and they have not been applicable to grai 


So, in that sense, we were not considering them. 

Q. Then, on page 2, the second paragraph on 
that. page, you are talking about the Crow's Nest rates 
on grain: 

"But more than this these rates stand in a special, 
and ina very real sense contractual, relation to 
the Canadian economy...." 
You are familiar with the Crow's Nest agreement, no doubt 
-~- you have read it? 

A. LOS 

Q. And that was an agreement between the 
Canadian Pacific railway and the government of Canada? 

A. That is right. 

Q. And when you are speaking of "railways", 
aS you have done all the way through, you understand 
there is no contractual relationship as far as Canadian 
National Railway Company is concerned? 


1 Well, except €o. this extent, I think, that 
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TORONTO, ONTARIO 


(McDonald) 
i 
2 in the 1925 amendments --- 
3 Q. Well, that is the statute, I am 
4 speaking of the contract. 
: A. I quite agree that the C. N. R. was not 
A a party to the original agreement; I quite agree with th by 
yes. 

7 

Q. Then on page 6, paragraph 16, you state 
: that 28 per cent of the total Canadian railway revenue 
9 is earned from carlot Shipments of agricultural products 
10 


animal products and food products, and so on; would this 
11 28 per cent include the Crow's Nest grain? 


12 , A, Yes, I believe that includes the Crow's 


13 Nest grain, yes. 


7 Q. Then, on page 7 paragraphs 17 and 18, 
you claim that farmers pay 40 per cent of the total 

» revenues -- that is freight revenues: Did you take in 

16) there processed animal products such as dressed meat 

17 


moving from packinghouse to market? Do you claim the 


18 farmers pay for those? 


19 A. Yes, I belie ve those costs are included to 
20 Q. But is it a fact that,the farmers do pay 

; the freight rates on, say, dressed meat moving from the 
packinghouse to the market? Isn't it the consumer that 
# pays those? 

a A. Well, in an accounting sense, of course, 

24 it depends on whether the product is sold basis the 

25 


packing plant or what; but, I think I attempted to 
26| explain earlier, we are talking in the economic sense 
27| Under the conditions under which agriculture is operating, 


28 that these costs get passed back in the form of lower 
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agricultural prices. They tend very strongly to do 
that all along the line. 

Q. What you mean to say is that the farmer 
gets a lower price having in view the freight rates that 
have to be paid from, say, Calgary to Toronto, or 
something like that? 

A, That is right. 

Q. Whereas the consumer in Toronto says he 
pays a higher price by reason of paying the freight rateg? 

A, I believe some do, yes. 

Q. Then, on page 14, paragraph 35, in the 
middle of that paragraph you say: 

"The maritimes and the prairies, particularly their 
farmers, have borne the brunt of the inequities 
imposed by these increases," 
Is that true, Mr. Kirk, when you consider tha the prairiels 
have the benefit of the Crow's Nest rates to which no 
increases have been applied? 

A. Well, as I said before I thir it is 
perfectly true even taking into consideration Crow's 
Nest, because the Crow's Nest rates are a very proper 
and not an excessively low rate in any sense of the word. 

Q. Yes, but this is “bearing the brunt of th 
inequities": Other people say the inequities in these 
increases were specifically caused by the statutory rates 
On grain and flour? 

A. Well, we don't think that is a proper 
View of the question. 

Q. Then, in the maritimes you speak of the 
farmers bearing the brunt: What about the Maritime 


Freight Rates Act where they are shipping outside the 
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maritimes, and there is a 30 per cent reduction? 

A. Well, that has certainly helped, yes, 

Q. Page 16, paragraph 43 -- and I think 
my friend Mr. Cooper touched on this -- you were speaking 
then about the report -- that your basis for that was 
the report of the Gordon Commission on Canada's Economic 
Prospects? 

A. That is right. 

Q. And that report was made in 1957: on 
evidence which was probably submitted in 1956, and are 
you aware of the technological improvements, the great 
advances, that have taken place on the railways in 
Canada since that date? 

A. L.certainly am aware that a good deal 
has been done, yes. 

Q. So that statement may not be true in the 
light of today's conditions? 

A. I suppose it might not. I am not in 
the position of an expert..on. this. 

Q. Then, on page 18, the paragraph at the top 
of the page where you say: 

"United States railways are presently losing part 

of their grain traffic to trucks because their 

rates were already too high." 
Are you aware of the fact that the rates on grain in the 
United States are about three times the statutory rates 
in Canada? 

A, Yes; we were not implying any comparison 

in conditions on grain traffic between the two countries. 


Q. Then, page 26, paragraph 68, in dealing 
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with the cost of handling grain by the railways, are 
you @ware of the fact that in preparing the cost the 
railways did not charge grain with any part of the pass- 
enger deficit? 
THE CHAIRMAN : _ That is in the study, you mean? 
MR. McDONALD: Yes, in the study. 
THE WITNESS: That the railways did not 
charge the grain with any part of the passenger deficit? 
MR. McDONALD: Q. Yes: 
THE CHAIRMAN: Mr. Kirk is probably not familia 
with the terms of the study. 
MR, McDONALD: Q. There is a statement in 
here: 
"If such a subsidy were provided it would charge to 
western farmers the railways! losses on passenger 
services and other unremunerative business." 
I just asked if you knew that in ascertaining the cost 
of moving the grain, the railways did not charge it 
with any part of the passenger deficit? 
A. But neither, as I understand it —- 
and I am not an expert on this, but I rather thought 
that no passenger deficit was calculated in these at all 
-- in these calculations for purposes of this. 
Q. it was excluded. 
A. It wasn't deducted from the costs of 
which grain had a-share either. 
Q. Oh, yes, it was deducted first. That 
is what I wanted to point out to you. You can check 
that.-- that that cost was deducted before ascertaining 


the cost of moving the grain. I just wanted to point 
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2 that out to you, I understand you may not be familiar 


3 with it. 
‘ Then, on page 33, paragraph 89, you state ther 
at the bottom of the paragraph: 
: "If Canadian railways are to maintain and improve their 
f position in the field of transportation and in 
7 Canada's expanding economy, modernization of their 
8 freight tnd passenger services must be stepped 
9 up and as rapidly as possible." 


10| What is the basis of that? What modernization do you 


Suggest, more than has been done up to date? 


11 
a A. Well, I mean, this statement is taken 
in context with this section which suggests that if there 
13 
is a need for assistance to the railways, that the 
14 


provision of capital» == I understand that the railways 
15 do feel that to do the job of modernization they wish 

16) to do that they need capital, and we are Suggesting that 
17] the provision of capital, that we think this should not 


be held up through lack of capital, and this may be 


18 
19 one good way of providing railway assistance. 
Q. But that would be a proper field for 
. assistance - of providing capital for modernization? 
a A. Yes, it rather strikes us. The assistante 
22 


could be in the form of low interest rates, or outright 


3) in the form of capital amounts. 


24 MR. McDONALD: That is all, thank you very 
5 much. 
yy 
-~~A short recess. 
27 | 
28 | (Page 10181 follows) 
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THE CHAIRMAN: Order, please, Have 
you finished, Mr, McDonald? 

MR. McDONALD: Perhaps one question, Mr. 
Chairman, 

Q. You had some statement of horizontal 
percentage increase, Mr, Kirk, but you have not given 
any suggestion as to how the revenues can be increased 
other than by horizontal percentage increases, I just 
wished to ask if you realize that the horizontal per- 
centage increase, these long distance rates are tapered 
SO when you apply the increase the man at the far end, 
the long-distance shipper, Only pays about half the 
increase, Do you realize that? 

A. You mean per mile, or something like 
that? 

Q. Yes, on the basis of per ton, or 
whatever it is that the rate of taper --- 

A. Yes, I realize there is a rate of taper 
there, 

Q. SO your percentage goes down on the long 


haul. Thank you. 


CROSS-EXAMINATION BY MR, SINCLAIR: 

Q. Mr. Kirk, I think possibly before I ask 
you a number of questions it would be of assistance to 
put on the record your personal background, Are you 
an economist, Mr. Kirk? 


Pre I am a Bachelor of Arts graduate with 


an economic specialty. 


Q. Are you a transportation economist, a 
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specialist in transportation economics? 

A. No; sir. 

Qe Are you a specialist in business organiza 
tion? 

A. No, sir, 

Qo As a matter of fact, Mr. Kirk, you have 
had a general primary economic training? 

A. That is right. 

Q And have you ever had any direct respon- 
sibility for running a business? 

A. No, sir. 

Q. I am including a farm in the word "busi- 
ness"? 

A. No, sir, I have not, 

Q. You have never run a farm? 

A; Nopgisirg 

Q. And have you had any direct responsibilit 
of management of someone else's money? 

A. No, sir. 

Q. Now, Mr. Kirk, you mentioned to my 
friend Mr. Cooper that your brief -- you agreed this 
language was endorsed and authorized by the members of 
your Federation; is that eorrect? 

A, Yes pusi re 

Q. And you I think said that there were 
thirteen members; that is correct? 

A. Right. 

Q. Now, what members -- I think you went 


On to say to my friend that some of the members 
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specifically met to deal with your submission, Now 
what members specifically approved the text of your 
Submission as it is written here and as you presented 
it to this Commission? Would you please put those on 
the record? 

A. Yes, our Federations of Agriculture, 
our members in the Province of Alberta, Saskatchewan, 
Ontario, the Maritime Provinces and Quebec were repre- 
sented, 

Q. And those are the people of your member- 
ship who specifically approved this text that you have 
Submitted here? 

gh Yes, 

Q. And no others? 

Af, No -- as individuals present at that 
meeting, that is what we are talking about, I guess, 

Qa The other members merely had some dis- 
cussions with you through their executives and they 
agreed to your general approach to the problem, I think 
ids a fair way of Summarizing it. Would that be right? 

A. Yes, I think the basis of our policy is 
very well understood in our own organization, sir, 

Q. Well, now, for instance, the United Grain 
Growers is one of your members, is it not? 

As Yesa;,.sir: 

Q. And I was wondering if the United Grain 
Growers specifically approved the text of this submission 
and I gather from your answer that they have not? 


A. No, although I will say, since you raised 
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that particular organization in question that the 
draft -- now, this, of course, is not word for word 
what the draft said, otherwise nothing would have been 
done by the meeting -- but the drart which is essen- 
tially the policy positions which we take here were in 
the draft or subm tted to the United Grain Growers and 
our indications from them were that in a general way 
they had no quarrel, and, in fact, rather approved of 
this brief, but they were not at this organization 
meeting. 

Q. And you sent a copy to the United Grain 
Growers since you finished it, and they have not 
objected on behalf of their organization to anything 
stated in your brief; would that be correct? 

A, I am not sure that the reports after our 
meeting, that a copy did goto the United Grain Growers. 

Q. You have not sent a copy to your thir- 
teen members, would that be right? Would you like 
to check your file and if you have not sent them please 
advise the Commission, and if you have, which I think 
would be normal business practice, if they have been 
one of your big members, we would take it you have sent 
it to them, and if you have not please advise tne 
secretary? 

A. Yes, I can check whether they have 
actually gone out. 

Q. And you might also check and please 
advise the secretary if they raised any objection, and 


if so what the objection was. Would you do that? 
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A. Yes, sir, 

Q. Now, just one other matter of general 
interest. This is not in your brief, and that is why 
I am going to deal with it firsh. You said at one 
of your meetings that you passed a resolution which 
has been submitted to the government that the government 
should consider giving careful consideration, I think 
were your words -- careful consideration to the question 
of nationalization of railways and centralized control 
of trucking, Would my note be about right? 

A, Yes, national regulation of trucking, 
yes, something like that, 

Q. Through centralized control? 

A, Well, I think this would not -~ it was 
not the intent of the resolution, and I do not think 
the wording was -- I am sorry I do not have the wording 
here -- of trucking whether local or within cities 
but interprovincial trucking, trucking within the 
authority of the federal jurisdiction, 

Q. But not intra-trucking? 

A. No, I would think not, 

Q. You think not, do you not know not? 

A, No, not intra-provincial., 

Q. In other words, you leave intra-provincial 
trucking outside of any control; is that the view of 
your Association? 

A. That is right. Well, their view was not 
that they should leave it out of control or not, The 


view was that investigation should be made, that the 
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TORONTO, ONTARIO 


(Sinclair) 
1 
5 inquiry should be made into provincial national regula- 
3 tion, 
: Q. And would it also envisage the nationali- 
‘ zation of interprovincial trucking then? 
; A, Yes, of course I should think that would 
: be in the picture of a comprehensive inquiry like this, 
8 Q. Now, Mr. Kirk, you have stated in a number 
9 of places, and it is one of the themes of your organiza- 
10 tion, the close interdependence of railways and agri- 
"1 culture, Correct? 
2 A. Ves. 
13 Q. And would your Association also say 
14 close consideration should be given to the nationaliza- 
15 tion of farms in Canada for the benefit of the general 
16 public? 
7 A. No, 
18 Q. You would not want to have that close 
19 association and interdependence of agriculture and rail- 
20 ways carried on right through the Study that you sug- 
1 gested? 
22 A It is not a question of what I want or do 
93 not want, In this connection it is the question of 
"4 what resolutions were brought to our annual meeting and 


25 Passed by it, and this, of course, did not suggest 
6 nationalization of the land, 


Q. Would your organization object to includ- 


nationalization of farms? 


| 
8) ing in this study of nationalization the question of 
| 
| 
| A. I don't know. I rather think that the 
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opinion of our organization, first of all, would be that 
they do not anticipate that the nationalization of farms 
should be or will be an issue in this country. 

Q. I said would they have any objection to 
having that study? 

A. I don't know whether they would have 
any objection to such a study or not. 

Q. Well, in view of your close association 
with the farm movement would you express a pwrsonal 
opinion to the Commission as to whether you would have 
any objection to a study being made into the nationaliza- 
tion of farms? 

AY A personal opinion? 

Q. You have not a personal opinion? 

A. I do not have a personal opinion about 

‘that. 

Q. Let me ask one further question on this; 
banking services in Canada are essential to the farming 
and agricultural community? 

A. Indeed they are, 

Q. Do you think the question of nationaliza- 
tion of banking institutions in Canada should be con- 
sidered? ' 

A. Well, I think my answer there again is 
that this did not come up as an issue in our membership 
in recent times, anyway, to my knowledge. I mean, 
within the period that I have knowledge of the affairs 
of the organization. 


Qe But they are essential? 


bie 


7 , 0 


| sens od sco Abs 3 i 
| auvat 20 nottentianotten edt tadd ¢ nei 
| seatowoa atid i.e iene 0 9 btu 
| of sottoside yas oved icneld. bhenin ataeE2 so : ad 
agua: tenth gitved 
ever bivow yedt rediedw worm! ano) 1 pan i 
ton 10 ybude s iove ot nogioetdo 


aoltsiocess saolso twoy to. wetv. at «flow | rep. Sonate 


/ 


Men 
xa 


[enosiy 6 Bestqxe voy bivow dmemevom-miat sat ddtw 


> > 


over biuow voy sedvesiw ot as sotsatmmod edt ot soka qo 
esilenottsn ect otat sham snted ybute #07 nottosido ye 
fe i Teme Yo wots 
‘aetnigo Lanoarsq A. shorn 646 

‘Snolatgo Lanoatdq 8 tom svsd Woy) DS 


jyods noinigo Lanoeveq 8 eved gon ob I oA ek :010 


retdd ao notsveeup tecdqwi, ono des em tol 2 
autores) oc of Laténesaes sie sbsened ab. seotvree gir lainee 
tytinuamos L[sivtivotigs bas 

.ous yedd besbol 6A 

| -asiisnolsén to solzeeup sat aAntdis voy od BQ + 


“moo e¢ bluode sbhensd aL enoltiudivgent gniynasd to a 


el altaue sapat rewans ym Anidd I. ,fieW. .A) or 
qidarsdmaa ino at evest os es qu emes ton, bib aldt t Bs 
129m [ -sgbelwond ya of .yswyns ,semlt tnsoet, 
aitgits si? to sgbsivond eved I seddt bhotseg add a. iz. 


Molts 


se te 


ANGUS, STONEHOUSE & Co. LTD. Kirk, cr-ex 10188 
TORONTO. ONTARIO (Sinclair) 

A. Banking services? 

Q. Yes’. 

A. They are essential, 

Q. There are duplications in hundreds of 
towns across Canada of banking services, even in your 
own home town, possibly? 

A. Well, there is more than one bank, 

Q. That is duplication, is it not? 

A. I am not at all sure that it is. 

Q. You are not sure that it is? 

A. Not necessarily, no. 

Q. In other words, they leave freedom of 
choice to the agricultural community as to which organi- 
zation they will use? 

Avg Where there are two banks, yes. 

Q. Now, when you deposit with the Bank of 
Montreal savings deposits or you happen to put it with 
the Toronto-Dominion Bank, would you get the same rate 
of interest? 

A. Well, I do not actually know that, as a 
matter of fact, but I do rather expect they pay the 
Same rate of interest, 

Q. Well, in the bank that you deposit your 
Savings with, do you get a special rate of interest or 
do you bargain for a rate of interest with the bank? 

A. No, I do not bargain for the rate of 
interest with the bank, 

Q. And, for instance, the grain handling 


Organizations in Western Canada, they are essential to 


*§ : ae ! TAs & 
mn ; : eA ans 


; ; 7 
r / . > a - ¢ < } i , 7 es ” ’ wee 
, & ; Je Pa i- ‘ en eed 
Y ‘ 7 ars aes Y i ine 
q A A ei ‘ } a 
i 


~ 
- i 


_ ea 

pier URL toNgen a 

ee . eee t & as . 

o eberbaud at enottsoliquh sis orsd? or a 7 


, 


“yoy nt weve eootvies gnidnsd to. abana ‘ect te 
eyldraeog sues mond hea 

sasd eto meng erom af eredd ilew* SA roe 7 
ejon tk ef <nolteotfqub st dant  . 

ek of tadd ervse [Le ds Goa ms Le WA 


ent th tadd sive son ora woY WOON 51 


| .on ,ylbveesensn Jou «A 
4o mobsert svsel ysdt .ebtow sed¢o al: 9") ae 
-— doicw od e8 ysinumoo Lesudtvoings end of sotona 
| ease {[{lw ysds nolts 
| 


.29y% .ained ows sis etond sted «A 


%o sinsd odd dt¢tw shacgeb voy aedw wor 7”) 
igiw tL dug oF reaqged voy so etieoqsb egnivss Ls 
etait snes ett toy voy bivow .insd sotnimod-osnor0t. 


ctesveint 2 


5 as ,tet wom yilsudse gon ob IT i few ee i 
ent yeq yeast toeqxe tenider ob T gud .tosi to. 19ddee 
Jeetedal to eset ' 

TOY tiaogsb _ tadt aasd oft at .fiew .9 
so deereinf to efax [eloeqs # ten voy ob .dtiw aaah 
Sinad edt ddiw sestednt ‘To jeans 8 yot atsgisd wo 
Ro ster ect tot nispisd ton ob I .ou oA 
vinsd edt dttw tet 

gniibnsd atezg eid ysonstent 102 ,bHA P| i 


Latinones ocd yout , nredeew nt enotias 
=, 


a 


Ange. STONENOUGE 9 69,70 Kirk, er-ex 10189 
(Sinclair) 


the farming community, are they not? 

ne They are indeed, 

Qe Do you think that close study should be 
made of the nationalization of the grain handling 
organizations of western Canada so they would be ownad 
by the state and operated for the benefit of the state? 

ae I do not see much Purpose in such an 
investigation, no, but again the answer is the same that 
our membership certainly has not taken that position. 

Qo Your membership has not looked at the 
thing in a very broad way and they have just passed one 
resolution on which no action was taken,to your’ know- 
ledge, by the government? 

AY, Well, to say that they did not -- I am 
not saying what they did and did not do, because in our 
individual meetings, when you say our organization did 
not look at things in a broad way, things are considered 
all the time in a very broad way by people in our 
organization, There are a great many groups considering 
a great many things and they do not all eventuate in 
a meeting at our annual meeting. 

Q. Up to now they have not suggested a 
close study of the nationalization of banks or the 
nationalization of grain handling organizations? 

A, No, sir. 

Q. Up till now? 

a Up till now. 

Q. ' Now, Mr. Kirk, I am always a little 


interested in this question of the incidence of 
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transportation costs, and in view of your answer to 

my friend Mr. Cooper what you are saying is that 
generally speaking because of resource attraction your 
hypothesis is that everything that agriculture produces 
by and large is in over-supply; is that correct? 

A, Well, I did not precisely say that, sir. 
I do not know what you mean by "over-supply." tf 
you mean everything that agriculture produces that there 
are surplus stocks existing which are unsold by some- 
body, no, that is not the situation. That is not what 
I said exactly. What I did say was that there is a 
tendency for production to run ahead of the demand 
which results in lowered prices, 

Q. Well, my note, and you will correct me 
if I am wrong, because my notes are never absolutely 
accurate because I cannot take down words as quickly 
as you can give them, but I have had a little experience 
and can generally pick out the meat, and your answer 
was you could not be dogmatic, the position of 
agriculture is that it is not attracting resources, 
there is overproduction and forcing of farmers out 
of agriculture, Is that pretty generally your answer 
as you recollect it now? 

A. Yes, that is right. 

Q. And so, therefore, what you are saying 
by and large is that there is overproduction of farm 
produce in all its aspects, generally speaking? 

A. That is right. I was using "over- 


production" in the sense of more production than will 
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(Sinclair) 
give a satisfactory price, I mean, the sense of a 
surplus where the government holds a surplus -- for 


instance, where it is actually physically there -- 
a surplus economically, this is not the sense I meant 


overproduction, 
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Q. What you are really saying is that 

basically, in relation to cost, agriculture has not been 

able to sell its products at a price that would give 
them their costs including a fair return? That is 
really what you are saying? 

A. That is what I am saying. 

Q. Because, for instance, you mentioned 
that one of the organizations that approved your brief 
is the Maritime Federation of Agriculture, specifically? 

A. Yes. 

Q. Would you say that on potatoes the 
potato growersof Prince Edward Island and New Brunswick 
are not able to pass on the freight charges in moving 
potatoes to central Canada? Take right now -- right 
today -- that is, April 25th, 1960? 

A. Yes, I do suggest that right today they 
wouldn't be able to pass those charges on if they 
were increased right today. 

Q. They could not? 
Pins They could not. 
Qe Do you know what the price of potatoes 
per bushel is in the supermarkets of Ottawa today -- 
New Brunswick potatoes? I suggest to you that it 
is $2.59 for 60 pounds; and P.E.I. potatoes per bushel 
at the present time -- and I have made the calculation - 
can we agree that a bushel of potatoes is 60 pounds? 

A. We can, 

Q. I would suggest that you make a calcula- 


tion, and that in Steinberg's market right here in 
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Ottawa you will find that P.E.I. potatoes are selling 
at $3.50 a bushel, 

Are you suggesting that that is any indication 
of protection or inability to pass On transportation 
charges on potatoes? 

A. Yes, I am Suggesting that this very well 
may be a short-run result of Just exactly that, Of 
course, potatoe prices do fluctuate very greatly; we 
understand that, 

Q. Do you happen to know what the price of ia 
bushel of apples is at the present time in Ottawa? 

A. No. 

Q. You said you are familiar with some of the 
Judgments of the Board of Transport Commissioners and 
the proceedings therein, You would recall, would you 
not, that at one time when the Board of Transport Com- 
missioners became eoncerned about potato production in 
the maritimes they gave them some special consideration 
and asked them to come back later when they could have 
a little time to look at what happened and when they 
came back that potatoes were more expensive than apples. 
Do you remember that case? 

ne I don't remember the details. I remember 
that they were asked to come back. 

Q. And at the time they found that they 
heeded no special assistance at all. Do you remember 
that? 

A. No, I don't recall the details of that 
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Q. Are you Suggesting, Mr. Kirk, on behalf 
of the Federation of Agriculture that, for instance, the 
freight charges on feed grain moving from Alberta to 
British Columbia -- are you suggesting they are paid by 
the farmers of British Columbia? Is that the suggestion 
of your organization? 

A. The freight charges on feed grain from 
Alberta to British Columbia? 

Q. Are they paid by the farmers of British 
Columbia -- in the economic sense, not in the economy 
sense? 

As Yes, this is a farmer-to-farmer transac- 
tion. 

Q. That is a difficult one for you, isn't it? 
The farmer-to-farmer transactions are a little difficult 
for you to handle in view of your brief? 

A. No; it isn't so much that it is difficult, 
except that agricultural producers are in the business 
both of producing livestock and grain, What I was 
meaning was the general effect of the impact of freight 
bonis on agriculture. 

Q. For instance, where there is a farmer-to- 
farmer transaction certainly the farmer cannot pay the 
freight on everything he buys and everything he sells, 
as you have Spee in your brief, unless the freight 
charges are paid twice; is that correct? 

A. fi would agree that the freight charges 
aren't paid twice, 


Q. Therefore, you would agree that in farmer- 
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to-farmer transaction the farmer doesn't pay, as you 
Suggest, the freight charges -- he doesn't get the 
incidence of freight charges in everything he buys and 
everything he sells? 

A. That is right, 

Q. And, indeed, in so far as products produce 
by agriculture in Canada are protected, then, the 
protection from external markets and the giving of 
the farmer a captive market enables him to pags on 
charges; is that correct? For instance, apples? 

A. A captive market? 

Q. Yes, 

A, No; any degree of protection that the 
producers of agricultural product has from export «- 
the results of that are a little complex, It gives 
the farmer some opportunity of better prices, 

Q. And in so far as it gives him some oppor- 
tunity for better prices it gives him some opportunity 
to transfer the incidence of all costs, including 
transportation costs; is that correct? 

A. Well, the point I was making was -- well, 
I agree if you increase the protection, sure, and in 
so far as you may increase the protection under a 
given set of circumstances presumably you might, but 
the possibilities are limited. 

Q. In so far as there is any protection to 
any part of agriculture the benefit of protection is 
the ability to transfer, in part at least, some or 


all of the cost of production, including transportation 
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cost. 

A, Dygtand 1t a little difficult, just taking 
that wording. If the agricultural industry obtains 
an additional degree of protection --- 

Q. That is not my question, In so far 
as there is a protection against alternative sources 
of supply in any agricultural product then that protec- 
tion does enable the producer in part to Pass on all or 
part of all the costs including the costs of transpor- 
tation? 

A. No, I would say not, because on that 
basis the protection is a factor --- 

THE CHAIRMAN: I think, Mr. Sinclair, Mr. 
Kirk indicated this morning that Dr. Hopper and Mr, 
Hannan are both here, and I think on some of those 
questions he should have the right to confer with them, 

MR. SINCLAIR: If he wants to; by all means. 

Qo You have not made, and your Federation 
has not made --- 

A. Could I repeat that point, that a given 
degree of protection -- which, I understand, was your 
point -- that exists for the agricultural industry, or 
part of the industry, and this is not a dynamic 
factor in the situation. We are talking about charging 
the freight rates and the incidence of these increased 
freight rates on the farmer, I don't see how --- 

Q. We are talking about theability to pass 
On the incidence of transportation charges -- not 


transportation increases, but transportation charges -- 
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at any given level? 

A. Yes. 

Q. And I suggest to you that in so far 
as they have the advantage of protection they are able 
to pass on, in part or wholly, depending on a number 
of given circumstances, some or all the costs, including 
the cost of transportation? 

A, Well, I come back to my point about it 
being the dynamic factor. I certainly do not think 
that we would attempt to maintain the position as a 
complete absolute; and we didn't maintain that position, 

Q. You don't maintain it? 

Ay That transportation eosts -- the incidenc 
of transportation costs -- forever and ever must be 
on the farmer, because Obviously that would not be 
true. What we aresaying is that under the conditions 
existing in the industry -- and I think I made this 
point -- the very strong tendency is that for a 
considerable period of time because of the difficulty 
of agricultural adjustment the position is that the 
incidence of freight rate increases is on the farmers. 

Q. Well, Mr. Kirk, you would agree for 
this Commission -- I am certain of this primary 
position -- that in so far as the farming community is 
in the position of controlling supply all charges 
including the incidence of transportation charges can 
be passed on, because the farmer is no different in the 
application of that economic law than any other segment 


of the producers, much as he would like to suggest that 
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he is at certain times? 

A. In so far as he is in a position to con- 
trol supply? 

Q. Yes. 

A. Well, his ability would certainly be in- 
creased, There are a great many things in there, too. 
He doesn't operate, of course, in isolation in the 
market -- the Canadian farmer doesn't, 

Q. In so far as he has protection from 
imports,he does, doesn't he? 

A. To a degree he does, You, perhaps, are 
thinking of the dairy farmer there? 

Q. That is one, 

A. Yes. 

Q. That is a pretty good one? 

A, Yes, it is fairly good; but remember 
that the production of dairy products is carried on 
by farmers in western Canada who are also grain growers 
and who are in the export market. They are adversely 
affected by adverse effects on the grain grower, too. 
The thing is not in a simple compartment. 

Q. And I think that in your Federation you 
never attempted to do an analysis of the incidence of 
transportation. For instance, in 1958 they didn't 
acy, You have nothing to draw to the attention of 
the Commission where you did an analysis on the inci- 
dence of transportation on agriculture in Canada, have 
you? 


A. No, we haven't. 
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Q. So when you have made the calculation 
in your brief the hypothesis that those calculations 
are made on is that they pay on everything they receive 
and on everything that they ship. This is the 40 per 
cent calculation of freight charges, That is based on 
that hypothesis which you have now agreed cannot be 
applied? 

A, Well, we don't attempt to claim that 
this is a rigorous accounting estimate, but we think 
that there is enough truth in it that a6 -Iis true toca 
very large extent, because for a considerable time 
the tendency is for the farmer to bear the brunt in 
these respects, and this 40 per cent may be a somewhat 
accurate representation,in a very valid way, of the 
extent of the stake that agriculture has in this 
question, 

Q. You think that, but you haven't any facts 
to prove it? Is that the correct way to summarize 
it? 

As Yes, And, of course, it is the kind of 
thing that doesn't lend itself to factual analysis; 
the question of incidence is not something that is 
easily determined by surveys, even if we had the 


resources to make such a survey. 
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Rex BWEtthaged g . 

A. There is a place for theory. 

Q. Yes, there is a place for theory, and 
theory is clearly one of elasticities of demand and 
supply in respect of transportation costs. 

A, V*Yes. 

Q. And the farming and agricultural community 
is no different in that regard than any other Segment 
of the community; the same economic laws are applied? 

A, The same laws are applied, 

Q. And you won't misunderstand me when T 
suggest that this suggestion is a hypothesis, is a useful 
argumentative propaganfla hypothesis that TI think has been 


used by the agricultural community for a great many 


A. I agree it has been used for a good many 
years. , 

Q. You wouldn't accept my description of it? 

A. (No. 

Q. Now, Mr. Kirk, let us get on a subdject 
that I am sure we can agree ou. You agree that financiallly 
railways are essential for the economic development of 
Canada in general and the agricultural segment of that 
€comony in particular? 

A. Yes, of course, I agree that financially 
Sound railways are important. 

Q@. My question was "are essential". You want 
to make it "important". 

A. Well, I would agree that they are essential. 
I think we might find some difference on this matter of 


"financially sound", of course. 


Q. You mean as to the level you would conside 
financially sound, and I recognize you might have some 


views on that because you have made it clear in some 
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places in your. brief you felt that railways should have 
fair earnings, should realize fair earnings, is your 
phrase, that the railways should realize fair earnings. 
Iwas just wondering what you meant by "Fair earnings". 
When you put that in there what did you have in mind as 
to the level of fair earnings to railways? 

A. We didn't have in mina any particular 
percentage taeare if this is what you mean. 

Q. For instance, under the Canadian Pacific 
contract of 1881 reference is made to Canadian Pacific 
making 10 per cent on the capital expended on the rail- 
way. Would you think that would be fair? 

A. Reference is made to -- I am Sorry. 

Q. An earning of 10 per cent on the capital 
expended on the railway. Would you think that would be 
Pein? 

A, Well, in our view fairness involves to the 
railways in regard to earnings, as I think we have said, 
a good many considerations than a Simple calculation of 
earnings on capital. 

Q. let me ask you this and you could answer 
this. You would not say that 10 per cent would be un- 
fair, at the present time? 

A. There are a good many businesses make 
10 per cent on their earnings. 

Q. 10 per cent on their investment? 

A. Yes, on their investment, and I don't 
think we would be prepared to say that this was an unfair 
level of return in that case, no. 

Q. And you wouldn't say it would be unfair 
to the railways? 

A. Not necessarily in principle unfair, no. 

Q. And you want to tell this commission that 


you have made no specific studies as to what would be a 
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proper level of earnings for railways at this time? 
A, We have made no such specific studies, 
no. 

THE CHAIRMAN: When you mentioned the 10 
per cent did you mean net or gross? 

MR. SINCLAIR: Always neg, air, 

THE CHAIRMAN: The witness would understand 
that? 

MR. SINCLAIR: I would thinkhe would, because 
in this month of April everybody is very conscious of 
that. 

THE WITNESS: I understood you to mean net, 
yes. 

MR. SINCLAIR: Q. You told Mr. Cooper, Mr. 
Kirk, that, as you understood from you study, the 
Board of Transport Commissioners had made it clear that 
they didn't consider their function to be that of an 
economic planning board. That was the purport of your 
answer, not your words. 

A. Yes. 

Q@. And you went on to say that you felt that 
there was merit in that position of the Board, as I 
understood yow. Correct? 

A. Yes, I can understand them taking that 
position. 

Q. And you don't disagree with that being 
their function, the way they assess it and the way we 
describe it? 

A. As you know, we have thought that they 
Could take -- an economic planning board is one thing -- 
we have thought that khey could take more cognizance 
than they perhaps have done of broad considerations of 


€conomic interests and the economic interests of particulpr 


industries, including our own. But to make it an economi 
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planning board, to recognize this as one of their 
specific functions in all the rate questions, I agree 
is lowering quite a lot on them. 

Q. And Something which you are not proposing 
that this Commission recommend? 

A. No, we are not proposing that in this 
presentation. 

Q. A function of the Board and its powers 
of regulation with respect to rates, you agree, is oO fix 
and determine just and reasonable rates and change and 
alter those rates as changing costs and conditions of 
transportation require? That is their function? 

A. That is the function they have been given, 
yes. 

Q@. And you are not proposing that that func- 
tion of the railways, as I have described it, be changed 
by any change of the statute? 

A. That thisefunctcon of + 

Q. That I have paraphrased, what I have 
paraphrased to you -- I thought you would recognize it -- 
the rate-making function of the Board as delineated in 
Section 328 of the Railway Act. You are not suggesting 
shat that Section be amended to put any other function 
on the Board as their duty? 

A. Ofcourse, we are not specifically 
making any recommendations with respect to the Board 
of Transport Commissioners, no. But I think when we 
open up, as we do, there is a very real possibility that 
as a matter of national policy some form of assistance 
may very well have to be given to railroads, and in 
addition, when we base this suggestion on the economic 
position »f various industries, including our own, and 
When we further say that in giving such assistance, if 


you give it, that there must be a satisfactory criterion 
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set up and a satisfactory jurisdiction set Upye lethink 
it is clear that such a policy would involve a greater 
degree of -- the Government or perhaps some agency that 
the Government may appoint, interesting itself more 
broadly in railway and transportation pcelicy than the 
Board of Transport Commissioners has. 

Q. What I am trying to get clear for the 
assistance of the Commission is this: is it the 
position of the Canadian Federation of Agriculture 
ans the statute should contain directions as to what 
the Board of Transport Commissioners Should take into 
account in fixing transport rates in a manner different 
than the Board has done so in the jurisprudence that 
is so well known. Is it your position that the statute 
Should delineate factors other than those that the 
Board have taken into account? 

A, We have made no such recommendations. 

Q@. And so the answer is you are not sugges- 
ting any change in the statute to delineate any such 
matters? 

A. We have no specific recommendations. The 
point I made was that what we are suggesting here as 
Postik i lities for assistance and as considerations for 
@ sound rate-making policy, it seems to me,may very well 
involve the governrtient interesting itself more broadly 
through some means than it has in the level of freight 
rates, and we have no particular suggestions as to 
whether some parts of the -- whether the Board of 
Transport Commissioners might have some functions in 
this respect or not. 

Q. Would this be a proper way to summarize 
your position, that the Board of Transport Commissioner 
Should fix just and reasonable rates in line with the 


Policies they have followed up to date, that if government 
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assistance is to be Siven in regard to EADS either 
on their own behalf or on behalf of anyone elsetisthat 
the Board or some other government agency would have 
to give careful consideration and control over that 
assistance? | 

A. That is part of it. 

Q. Pardon? I didn't hear your answer. 

A. That is part of our position. It is also 
our position, of course, that rail rates should not be 
increased for a period of years. 

Q. Subject to the fact that the rail rates 
Shouldn't increase for a number of years, my summary 
of your position would be accurate. Is that correct? 

A. Yes, I would think so. 

Q. Now, in regard to the fixing of freight 
rates for a ‘umber of years, that isyfreezing is your 
suggestion, yout you also freeze railway costs during 
that same period so that there wouldn't be any leverage? 

A. I certainly would not be prepared to say 
that there should be a freeze of rad lWway Costs;2 no. 

Q. The costs would go up but the rates would 
have to stay stable. Is that the position of the Federa 
tion of Agriculture? 

A. By costs do you mean wage rates, for 
e€xample? 

Q Q. No, the things they buy. 

THE CHAIRMAN: Labour, material costs. 

MR. SINCLAIR: Yes. 

THE WITNESS: Well, costs often go up withou 
any increase in prices. Wage costs go up at times without 
any increase—in prices. 

Q. I will come back to that because you have 


a Statement there and Iwant to have a little discussion 
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TORONTO, ONTARIO (Sinclair) 
1 with you about the relativity of productivity. Here is 
2| your suggestion to this Commission, the Canadian 
3 Federation of Agriculture, that the railway rates for 
P a number of years be not increased? 

A. That is right. 
: Q. I am asking you whether it is also a 
? Suggestion of the Canadian Federation of Agriculture 
Ui 


that costs of the railways be frozen, and you then 


8 start talking about productivity. Would you say they 


9 Should be frozen? If the railways can't increase their 
10 productivity to meet increased costs, then should their 
it costs be frozen? 
A. What you are pagyane Is if .=- 
? Q. If railways can't increase the producitivity 
~ of labour without putting in additional capital, keeping 
14 


everything at the status quo, then Should labour rates 


15 be frozen? 


16, A, No, I would think not. 

17 Q@. So, therefore, it is the position of the 

18 Canadian Federation of Agriculture, notwithstanding the 

19 fact that they can't increase producitivity as to labour 
by increased investment which attracts its own costs, 

” then notwithstanding that the revenues should be frozen? 

:: As Ogi position is that freight rates should 

22 


not be increased for a period of years for what I think 


23 is a very good reason. 


24 Q I am asking you to give consideration and 
295 I am going to ask you to consider the economic implica- 
%6 tions of this. After all, the Canadian Federation of 
A Agriculture is not a new body, and it is a body that has 
} made presentations before, and, Mr. Kirk, they picked 

. you as the best man to explain to this commission and 

9 you don't mind me pressing you. I am not suggesting 
10) you have any antipathy to answering my questions, and yo 
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will pardon me for pressing you a little bit, because 


fe tnnk 1¢ ts of assistance to the commission that I do 


So in view of what you replied.” Bo you understand my 


position? 


A. I umerstand your position. 
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Q. Then, Mr. Kirk, I will come back and 
say to you, is it the position of the Canadian Federation 
of Agriculture that if productivity of labour cannot 
be increased, and the cost is not to be allowed to 
be reflected in increased revenues, is it the position 
of the Canadian Federation of Agriculture that, not- 
withstanding that, wage rates should increase -- 
should be allowed to increase? 

A. The position is, the wage rates should 
not be frozen. 

Q. And notwithstanding the fact that in- 
creased costs cannot be got back from revenues or 
increased productivity? 

A. You say, if this is so? 

Q. Yes. 

A. Yes, that is our position. 

Q. And, for instance, if you can't increase 
the price -- well, things they buy from the farmers: 
they go up, we will say, and yet, you can't increase 
any prices? Let us say the meals on the dining car: 
that steak now is cheap at $1 a pound, and it happens 
to go up to $1.25 a pound -- that is a 25 per cent 
increase: would you allow the railways to increase 
their price on account of that increase in cost? 
Because they can't increase the productivity of a 
steak? 


A. I was talking about the freight rates, 


not the price of meals. 


Qo Yes, but I am giving you an example of 
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some other prices charged by railways. You would allow 
them to go up, would you -- if prices of food that 
went into the meals went up? 

A. I am not proposing that be regulated, in 
that particular case, no, 

THE CHAIRMAN: I think we will adjourn now, 


Mr. Sinclair, until ten o'clock tomorrow morning. 


---Adjournment. 
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Ottawa, Ontario, 
Tuesday, 
April 26, 1960, 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please, Mr. Sinclair? 


CROSS-EXAMINATION BY MR. SINCLAIR (cont 'd) 


Q. Mr. Kirk, yesterday we were discussing 
the proposition advanced by the Canadian Federation of Agric- 
ulture that freight rates should be frozen for, as you 
put it, a number of years, and, notwithstanding this 
freeze, it was the position of the Canadian Federation of 
Agriculture that there would not be a freeze on railway 
costs, and the detrimental effect is my question that 
would flow from that. How would that be taken care of, 
in the view of the Canadian Federation of Agriculture? 

A. Well, sir, I think that the answer to that 
is not, of course, a Simple one; the problem isn't a 
Simple one. Now, in the first place, as I think our 
presentation makes clear, we do think that the public 
interest may very well indicate the need for assistance to 
the railways - in the first piace. 

Q. What you are suggesting, then, is that the 
increased costs during this period would be taken care of 
by a government Subsidy, government assistance; is that 
correct? 

Bis No. What I am suggesting is that this 
may be one thing that is necessary. We are prepared to 
Consider this as a real possibility, as a need, yes. 

Q. Then, Mr. Kirk, let me clear this up 


Just finally. You said yesterday that railway meal 
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rates could go up; you made that clear. Now, would it 
be the position of the Canadian Federation of Agriculture 
that passenger fares could increase? 

A. Yes; we have not taken the position that 
there should be a freeze on passenger fares, 

Q. And would it be your position, for instanc : 
that telegraph rates and express rates could also increase? 

A. They might increase, I don't know the 
position on those, whether an increase in those would be 
justified or not. 

Q. But your position is not that they should 
frozen as were the freight rate levels. 

Ae That is right; we didn't deal with those 
questions. 

Q. And your position would be that they would 
not be frozen? 

A. We are not making any such recommendation. 

Q. For instance, if a railway competitor's 
costs went up and, as a result of that, he increased his 
rates, could the competitive rate of the railways increas 
to take into account that increase in the competitor's 
rates? 

A. I think, sir, we are not suggesting a 
Complete freezing of all freight rates. What we are 
Suggesting is that there be no general increase in freight 
rates for a period of years. 

Q. Let me just explore that with you, if you 
don't mind, Mr. Kirk, dealing with the question I put to 
you, With respect to competitive rates, then, they coul 


increase? 
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A. Yes, under the general provisions of the 
Board of Transport Commissioners, 

Q. And the same would apply to agreed charges 
tey could increase if the railways negotiated higher 
agreed charges? 

A. EL ithink so. 

Q. I take it, also, the railways could with- 
draw specific commodity rates and allow commodity mileage 
scales to apply during the period? 

A. No. I would say this, that if an attempt 
were made to provide what was in effect a general level 
of increase in rates through a great many individual 
increases, we would think this could not be done either, 
if the effect was the same. 

Q. If the reason for the specific commodity 
rates was such that they were in there to meet market 
competition and because of increased costs they became 
non-compensatory, then there would be a duty on the rail- 
ways to increase them so that they would be remunerative 
under the law. You know that. So what would you do 
in that situation? 

Ae What rates are you referring to there? 

Q. Specific commodity rates. Had you 
thought about that? 

A. There is a duty to increase these under th 
law, you say? 

Q. Yess 

A On the part of the railways? 

Q. Yes. Had you thought of that situation? 

A 


; I am sorry, I hadn't been aware that this 
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was mandatory on the railways to increase commodity rates 
when they became non-compensatory to the railways. 

Q. You see, I think that maybe your problem 
is this, that when you answered Mr. Cooper yesterday and 
you said to him - this is my note - that it had never 
been the central theme of rate-making in this country 
that you measure the question of whether or not it is 
remunerative. I will read your exact words, on page 
10145: 

Neseeit has never been the central criterion of 
railway rate-~making in this country that you 
measure, in the case of each individual rate, the 
question of its - what was the word you used? - the 
question of whether or not it ig remunerative - as 
a single rate," 

Now, Mr. Kirk, that is basically your under- 
Standing of railway rate-making, and I Suggest to you 
that under the Railway Act for rates to be Just and reason- 
able they must meet the variable cost and something more, 
and this applies to the competitive rates, agreed charges 
and all other individual rates, and if rates are not 
remunerative, then there is a duty on the railways, 
when they are brought to their attention or where they find 
them, to take appropriate action to put them at the prope 
level - just and reasonable rates. I think you have 
answered that you didn't know that. 

A. I suggest, first of all, what I have said 
there in the section you read is perfectly correct, that 
there has been no individual rate costing principle for 


rate-setting used in railway rate-making, and to say that 
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there is a responsibility -- 

THE CHAIRMAN: ‘The Section of the Act would be 
328. 

MR. SINCLAIR: Yes, and the Jurisprudence of 
the Board that has interpreted "just and reasonable". 

THE WITNESS: Yes; bwt sthe proposition you put 
is that it was mandatory on the railways to give an 
increased rate if that rate is not remunerative. I 
didn't understand "just and reasonable" in the Railway 
Act amounted to this. 

MR. SINCLAIR: Q. I am sure I don't need to 
pursue this because I am sure there are members of this 
Commission who are very conscious of that situation. 
That is the law, Mr. Kirk, and, therefore would you 
accept, if that is the law, from me, please -- 

A. Have there not been years, Sir, where, 
in the aggregate, the Canadian Pacific Railway lost money 
on their railway? It seems to me that if the rates 
were to be remunerative it would be impossible to have 
such a situation on any railway. 

Q. The answer is this - and I don't want to 
take over the position of giving evidence, but I will 
tel? you, with the concurrence of the Commission, that I 
am surprised that a man who has spent some time studying 
the situation makes that suggestion, because that is not 
SO with respect to any period that I know of, that 
Canadian Pacific was ever in a position where it did not 
meet its costs in providing railway transport, after 
making adjustments, and I think if you had done some 


work on it, Mr. Kirk, you could have easily seen that. 
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I will drop that in view of the Commission and in view 
of the situation that is now explained to you. 

Now, I will turn to another matter, if you don! 
mind, Mr. Kirk. You said that your association, the 
Canadian Federation of Agriculture, was against horizonta 
increases, but you made clear to my friend, Mr. Cooper, 
that you had no alternative, and I take it from that 
that you were dealing with this as a matter of principle. 
So I would take it on that basis, and I suggest to you 
that, in principle, when there is a general increase in 
railway rates, the method to be adopted - and you agree 
with this, I suppose - should be one that, as nearly as 
may be, the increased cost should be covered by the 
increase over all segments of freight traffic. 

A. Well, I think that this would be true 
except in so far as there might be segments of freight 
traffic over which it could not be Spread for reasons of 
public interest, perhaps. 

Q. Well, in that case you would say in principle 
this is right except in the case where some segment of 
traffic was unable to stand the increase? 

A. Yes. 

Q. For national policy reasons they should be 
exempt? 

A. yes. But of course -- 

Q. You are saying yes to that? Was your 
answer yes to that? 

A. Yes. But, remember, the general rate 
increases are not applied, in fact, uniformly over all 


freight traffic. 
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Q. Well, of course, I am not here to argue 


about these things. I am asking you in principle whethe 


you agreed that the method Should be one that, as nearly 


as may be, would Spread the increased cost through a rate 


increase over all segments of freight traffic, and I take 


it your answer to that is yes, subject to Some segment 


of traffic which you thought in the national interest 
Should not be subject to increased transportation charges 
A. Yes, I think as a general proposition that 
is correct. 
ee ten er Kirk ae ee ee traffic that 
was to be exempt, then the national assistance which 
you talk about would be with respect to that traffic 
or that segment of the community which was Shipping that 
traffic directly, wouldn't it? 
A. No, sir, I don't see that that follows. 
Q. You don't? Well, why doesn't it follow? 
A. Well, because the national assistance we 
are talking about is given under conditions where we are 
not supporting a general increase in freight rates for a 
period of years, 
Q. Let's not try to evade this matter. 
oo that I may recapitulate this, your hypothesis as it 
appears through your brief was based on a misconception 
as to the necessity of having remunerative rates, so we 
have set that aside, and we have now approached the 
problem with respect to your position as being against 
horizontal increases, and my position, which you agreed 
with, was that increases, general increases in rates 


Should be applied so that, as nearly as may be, they would 
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be spread over all Segments of freight traffic. To 
that proposition you agreed, subject to some segment 
of freight traffic which, in the national interest -2¢ 
was decided could not bear increased transportation 
charges, and in that section there would have to be 
assistance, as you pus AG. 

A. No -- 

Q. Now, my question on that to you was this, 
that that assistance having been given to take Gare of 
the exemption, you would agree that that assistance woul 
be assistance directly given to the traffic that was 
exempted or to the segment of the community that shipped 


that traffic and paid the freight rate charges on it? 
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A. Now, this, of course, is not at all what 
I said, in my understanding of it. 

Q. I don't hear you, 

A. This is not at all what I said. You have 
read a good many things into what I said, 

Q. Well, I don't want to do that. 

THE CHAIRMAN: Well, let him answer and 
explain, Give your explanation, Mr. Kirk, 

THE WITNESS: Yes. Well, “in the -firet 
place, the answer I gave with respect to general in- 
creases wes clearly not a proposition that there snould 
be general increases, necessarily, at any particular 
time. I would certainly take that question in the con- 
text that, if and when there were general increases, 

In the second place, you started out -- I forget how 
you put it -- pe with some kind of a proposition that 
it was mandatory in some sense on the railways to apply 
general increases, if necessary, to obtain revenue 

for earnings, and if there were exceptions, you sug- 
gested I said -- which I did not -- that assistance 

be applied to tnose particular products. The point is, 
I don't accept in a context of broad public policy, 
which we are talking about, that general freight rate 
increases must be applied under any circumstances -- 
any particular set -- at least, under some generally 
defined set of circumstances such as you set up -- the 
need to make a particular level of earnings, as a pro- 
position in isolation from other considerations. 


MR. SINCLAIR: Q. Let me start again, then, 
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SO we can clean this up. Under the law, rates must be 


just and reasonable; you know that? 

A, That is the responsibility of the Board 
of Transport Commissioners. 

Q. That is right, and there is only one 
exception to that under the law, and that is the move - 
ment of grain to export positions in western Canada -- 
you know that? 

A. £25, ety. 

Q. And you know also that a Pave, to = just 
and reasonable, must meet its variable costs and make 
some contribution, and that is basic to the philosophy 
of rate making, and is the law spelled out in the Railway 
Act and the jurisprudence of the Board; you know that? 

A. That any individual rate to be just and 
peasonable , ., , ? 

Q. Yes. 

COMMISSIONER MANN: Mr. Sinclair, the 
Railway Act does not spell out that the rate must meet 
its variable cost and make a contribution --- 

MR. SINCLAIR; I said, the Railway Act 
and the jurisprudence of the Board, Commissioner Mann, 
I would doubt very much if anyone would challenge that 
Statement, 

COMMISSIONER MANN: It is the juris- 
Prudence of the Board which refers to the at-of-pocket 
costs. 

MR, SINCLAIR: Except that in two aspects 


of rates it is spelled out, and that is, competitive 
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rates and agreed charges, which are all part of the rate 
structure, So that the combination of the Railway Act 
and the jurisprudence of the Board is that rates must be 
remunerative in the way I have described them to the 
witness, 

COMMISSIONER GOBEIL;: I think what he 
has in mind is the statement on)” page 25), 

MR. SINCLAIR: Well, Mr. Commissioner 
Gobell, there are a lot of statements in this brief, and 
I think they spring from a lack of knowledge of what is 
the law and the jurisprudence, 

THE WITNESS: Well, sir I would say this: 
I am not going to argue the law of the situation, but 
I would say this, that if the position is such -- and it 
seems to me you rather Suggest it -- the legal position 
under which the railways operate is such that assistance 
to the railways could be given in no other form than 
attributable to particular classes of rates, 1f the 
legal position amounts to this, then, I would Suggest 
that the legal position should be changed. 

MR. SINCLAIR: AIL TIZAt. 

Q. So, you are saying, if it is the legal 
position as it exists today, then the assistance would 
have to be tied to particular traffic or particular 
communities? 

A. No, I am not saying that. You are 
Saying that. 

Q. Well, on the basis you accept what 


Commissioner Mann said was properly stating it --- 
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A. I would not precisely say I would accept 
ec. I said, I am not prepared to contest that state- 
ment. I think there is a difference, 

Q. You do? 

A. yes. 

Q. Then, you say if it is right -- the way I 
have put it to you -- the law should be changed, This 
is the Canadian Federation of Agriculture, who, I 
take it from your answers, if my position is correct, 
didn't know what the law was, and are now suggesting 
if the law is as you have now had it put to you, then it 
should be changed; all Fi ghia How should it be changed? 

A. It should be changed --- 

Q. Or, have you given any consideration --- 

THE CHAIRMAN: Let him answer. 

THE WITNESS: It should be changed, and I 
am not prepared to outline a model piece of legislation 
On the question, but it certainly should be changed to 
provide that, if in the public interest general 
assistance to the railways was justified, that this 
Should be taken into account in setting freight rates. 

MR. SINCLAIR: Q. If the need for assistance 
arises from the fact that there is a body of rates that 
are not remunerative, why should that be translated into 
wnat you term "general assistance"? Tell the Com- 
mission why. 

A. I didn't say that the difficulty arises 
Out of the fact there is a body of rates that are not 


remunerative, 
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Q. Well, assume that -- that there is a body 
of rates unremunerative -- rates on a specific traffic 
-- and they are to be exempted from any increases or 
from any principles of general rate making: why should 
that be translated into general assistance to the rail- 
ways? 

Br And you are asking me to assume this group 
of rates is unremunerative? 
Q. Yes, go ahead and assume Lt. 


A. Well, wnat we are coming to is the grain 


rates, 
Q. We are not coming to them; we are there, 
A, We are there; very well. Well, you said 
“any body of rates". The thing is that the grain rates 


are part of the statutory conditions under which the 


railways operate, 

Q. To that I will agree, 

A, And we do not accept the proposition, 
therefore, that the question of whether or not these 
rates are remunerative is the sole judge as to the 
propriety of those rates, and the Crow's Nest rates are 
there for reasons of nationai poiicy, as is the Canadian 
Pacific, and we do not see why this proposition that the 
raiiways have put forward, that assistance should be 
Siven and identitiied as assistance to the grain producer, 
is a proper one, 

Q. Weli, assume with me -- and I am sure you 
have given this consideration -- and I must press you on 


this because this is one of the keys of your brief, and 
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the Commission wish to understand it: that rates other 
than the rates on grain must be just and reasonable, 
by statute, The rates on Brain, I am asking you to 
assume, moving to export positions in western Canada 
are not remuerative, and therefore there is a burden 
placed on the railways from the Obligation of carrying 
rates at the Statutory level -- and it is just as clear 
as that on the assumptions we have made. Now, will 
you please tell the Commission why under those circum- 
Stances any assistance that is necessary to the grain 
Shippers should not be identified as assistance given 
to or on behalf of the grain shippers? 

A. Because there isn't a question, in my 
Opinion, of giving assistance to the grain shipper, 
The grain Shipper is farming in western Canada under 
conditions created by public policy under rates 
established by public policy for good and sufficient 
reasons, and it is Simply not a question of subsidizing 
the grain producer or giving assistance to the grain 
producer, It is a question of whether or not the rates 
for carrying grain in the interests of the grain producer 
and the country, and as a matter of equity and propriety, 
Should or should not be increased, If there is any 
question, it is that. Parliament is a sovereign body, 
and this is a statutory provision, but there is no 
question, in our Opinion, there should be any question 
of giving assistance to the grain producer, 
Q. Let me see if this does not clear the 


matter up. What you are saying to this Commission is 
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that the statutory grain rates -- that this is a deal 
between the western farmers and Parliament, which is 
written out and is in the Statute? 

A. Right. 

Q. And this imposes and places an Obligation 
on the railways of Canada that grain is to be moved at 
a fixed level of rates, and this deal that is written 
out -- this deal between Parliament end the farmers of 
western Canada -- has been Sometimes referred to as the 
Magna Charta of the western farmer; is that what you 
are saying to this Commission? 

Bes That it has some times been referred to"as 
the Magna Charta? 


Q. That this deal between the western farmer 


and Parliament, as the sovereign body, that grain will 


be moved to export positions at a fixed level of rates, 
and this deal is written out, and’ it: a.s' ina statute, and 
that statute places obligations on the people who move 
the grain, namely, the railways? 

A. That is right. 

Q. And that is what you mean when you say 
1% is ina very real sense contractual -- ina very 
Special sense contractual? 

A. Yous 

Q. I go from that, then, to this position, 
that because of this deal between Parliament and the 
farmers of western Canada, then you are saying the fixed 
level of those rates, because of the economic situation 


of the western farmers, cannot be increased, and I think 
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you said there was general agreement about that, in your 


brief? 

A, I didy 

Q. Therefore, if they are not remunerative 
-- the fixed level is not remunerative -- then the ques- 


tion I am putting to you is, to tell this Commission why 
the difference between a proper and just and reasonable 
level for grain rates and the fixed level should not be 
designated as assistance to or on behalf of the 

grain shippers? 

A. Because the Crow's Nest rates are a 
statutory condition of the operation of the railways, and 
that is the situation, and there is no question of giving 
assistance to the western grain grower, These are the 
rates which, as a condition of the operation of the 
railways, he has to be charged as things stand today. 

Q. In any event, that is your answer? 

A. And I think it is a very good answer, too. 

fs Well, we can argue it later, - think, 
then, I should give you the opportunity -- and I am sure 
you would want to have this opportunity -- of cleaning 
up what might be misconstrued from your brief and your 
answers in whet you say at page 2l, paragraph 55. 

You say there, "If these rates were appreciably in- 
creased it would have a pronounced depressing effect 

on the production of grain in western Canada and the 
incomes of grain growers and it is universally accepted 
that a prosperous western grain industry is not only 


important to the livelihood of the majority of the 
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people of the prairie Provinces but to the people of 
all the other provinces as well," 

By the introduction in that sentence of the 
modifying word “appreciably” before the word "increased", 
does the Canadian Federation of Agriculture mean that 
there could be some increase without the effects that 
you nave so graphically set out in the words that follow, 


and, if so, how much? 


(Page 10231 follows ) 
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A. Well now, we do not mean there should be 
any increase whatever, of course, 

Q. Then, we should take out the word 
"appreciably", should we? 

A. 2¢5, “F think perhaps it would be a good 
idea to take that out if you like. 

Q. It is not whether I like, Mr. RIP, 1b ee 
whether the Canadian Federation of Agriculture - 

A. I am not going to try to support particul- 
arly the wording of this because I am not at all sure th 
it is the best piece of writing in the world, but as a 
statement it stands. Certainly if they were in a 
miniscule proportion there would not be a pronounced 
Crlect . 

Q. There would not be a dire effect if they 
were increased - 

THE CHAIRMAN : I think it is clear that 
Mr. Kirk does not want any increase in freight rates. 

THE WITNESS: Of course, it is clear, yes. 

MR. SINCLAIR: Q. Now, immediately following 
that, Mr. Kirk, we will see how clear it is and in the 
next paragraph, paragraph 56 you say that if the freight 
rates on export of western wheat were increased, the 
competitive position of the Canadian western wheat grower 
would be impossible. Then, I’ am quoting: 

"If freight rates on Canadian wheat for export were 
increased, the competitive position of Canadian 
growers would be so undermined that it would be 
impossible for Canadian wheat to be sold on world 


markets in competition with U. S. wheat. The 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, cr-ex, L023 


TORONTO, ONTARIO (Sine lair ) 

1 
2 “wheat industry of western Canada would therefore 
3 be dealt a vital blow and the whole economy of 
] Canada would suffer," 

As you know, Mr, Kirk, the freight rates for 
2 transporting grain to export positions in the United 
6 


States for equal distance is two and a half, two to thre 
7 times the rates for comparable distances in Canada, Ar 
8 you suggesting in this paragraph 56 that the western 
9 Canadian is not as efficient as his U. S. counterpart 
10 or are you suggesting rather that the U. S. wheat 


grower is looked after in other ways by government assis 


11 
ance? 
12 
A. Yes. The U. S. wheat grower, of course, 
4 does receive a good deal better price than the Canadian 
14 wheat grower, but what I am saying - 
15 Q. Why does he receive it? 
16 A. We take a great deal - why does he receive 
17 it? 
18 Q. Yes. 
19 A. He receives it as a result of government 
policy on prices. 
i Q. And that is U. 8S. government assistance 
4 to the U. S. wheat grower, is it? 
22 A. Yes, indeed. 
23 Q@. Your answer to that was "Yes"? 
24 A. Yes. 
25 Q. And what you are saying is that that kind 
6 | of government assistance to enable the Canadian wheat 
| growers to pay normal freight rates has not been given 


SO, therefore, the situations are different. Is that 
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ANGUS, STONEHOUSE & Co. LTD. Kirk, cr-ex. 10233 
TORONTO, ONTARIO (Sine lair ) 


2 your position? 


3 Ag I am not relating that assistance to the 

4 freight rate question at all. 

, Q. Well, I am though for the assistance of the 
Commission. let us start again; you are not suggesting 

z that the American wheat grower is more efficient than th 

7 Canadian wheat grower? 

8 A. No, I am not. 

9 Q: You would say they would be equal or 


10 possibly the Canadian a little more efficient, would you 


11 A. I would say the Canadian wheat producer 
2 is a competitive wheat producer, yes. 
3 Q. But you are saying that if freight rates 
in Canada for the movement of grain were increased, then 
4 the Canadian wheat grower would not be able to compete 
15 with the United States grower in world markets? 
16 AX Yes, as things are today. 
17 Q. Yes, and in the foreseeable future? 
18 A, And I think in the foreseeable future, 
19 yes. 
a Q. So, therefore, Mr. Kirk, the position 
of the western wheat grower in the U. S. who pays rates 
4 two to three tines as high as his counterpart in 
22 


Canada is able to compete in the world wheat market and 
= pay these higher freight rates because he is looked 
24 after by the U. S. in other ways. He receives assistande 


25 in other ways, correct? 


26 | A. Correct. 

| Q. And if the Canadian wheat grower received 

| Similar assistance as the government of the U. S. gives 
| 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, cr-ex, 10234 
TORONTO, ONTARIO (Sinclair ) 


to the American wheat grower, then the Canadian wheat 
grower would be able to pay normal rates on grain; 
correct? 

A. Yes, if the Canadian wheat grower 
received the assistance from the government he could 
presumably pay the same equivalent rates. That is a 
mathematical proposition, yes, but as a proposition it 
is quite irrelevant to the question that we are arguing. 

Q. That, of course, is a matter for the 
Commission to decide. Now, in regard to passenger 
services, Mr. Kirk, the position of the Canadian 
Federation of Agriculture is that deficits from passenge 
train services should not be taken up in freight rates. 
That is your basic position on the passenger? 

A. Should not be taken up in freight rates? 

Q. Yes. In other words, that railway 
service is not to be looked upon as it is sometimes 
described and has been described as unitized service? 

A. Yes. Our basic position on the railway 
services is that if there are losses on passenger 
Services this reduces the revenue position of the railways 
and the earnings position of the railways and the earnin 
position of the railways is obviously the determining 
factor in the establishment of rail rates, and, therefore, 
our position is that deficits on passenger traffic 
Should either be eliminated,or if it is a matter of 
public policy the service continue at a deficit that 
assistance should be paid to make that up. 

Q. Basically the position of the Canadian 


Federation of Agriculture is that passenger train servic 
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should stand on its own feet; correct? 

A. Correct. 

Q@. And, therefore, as you have said, this 
passenger train service was at one Stage an essential 
service in Canada to move people before highways and 
motor cars and airplanes and all the modern ways of 
moving people which they would rather have? 

A, Yes < 

Q. This passenger train service was essentia 
to the people? 

A. zest 

Q. And they were supplied to meet a need for 
rail passenger service? 

A. Fes: 

Q. Well, then, in the transition period so 
that there could be an orderly movement out of passenger 
service wd restriction of these serviees, in-view.of 
the fact that they were supplied to meet an essential 
requirement, would you not agree that in the transition 
period while the railways move out of these services, 
that the loss on them should continue, as they have been 
continuing, has to be made up from services that were 
being wovided. Would you not agree that is a sound 
proposition economically and nationally? 

A. We do not agree that that should be the 
position at the present time. We say that they should 
be made up by government payment if there is a necessary 
transitional period and there are deficits in that 


period, 
Q. I am putting it to you, Mr. Kirk - let me 
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make it specific that there are some passenger services 
that are not required at the present time on the 
Canadian Pacific Railway, we will take that as an 


example, but it takes time to withdraw these services 


that were required, and it is not in the national intere gt 


at all that these services be maintained, they are not 
required. However, in the transitional period I am 
Suggesting to you they cannot be changed overnight. 

In the transitional period, economically and equitably 


and in the national interest they should continue as 


they have in the past, to be taken care of on the unitized 


basis of railway transportation. 

AY, No, our position is that they should not. 

Q. Well, why not? They contributed, Mr. Ki 
to reducing freight rates in the past, they were profita 
but now that they are in the transitional period on the 
other side of the circle they are not profitable, why 
Should their losses not be taken in? 

A. Because our interest at the present time 
is in avoiding and preventing further increases in freig 
rates. 

Q. But if the freight rates were lower in 
days gone by when passenger train services were profitab 
you have no basis in logic to support the situation that 
because they have now, on account of the fluctuation of 
time and technology become unprofitable, that there 
Should be a different rule applied. Surely the 
Canadian Federation of Agriculture does not want to have 
its cake and eat it too, does it? 

A. Our position is that the situation as 


it stands now should be dealt with as it stands now. 
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Q. Irrespective of what may have occurred 
in the past? 

A. In respect of this particular iogical 
progression that you are making, yes. 

Q. In respect of matters but irrespective 
of what occurred in the past that matters should be 
looked at as they exist today? 

A. No, I said that in connection with 
this particular question, the passenger deficits that 

| you are raising, we do not think that the proposition 

that you make that if the passenger traffic in the 
past has contributed to limiting what the level of 
freight rates would otherwise have been, we do not 
think this is a case for an increase in freight rates 
now in this transitional period you are talking about. 

Q. Well, then, let me ask you this: Your 
basic proposition is that passenger train service should 
stand on its own feet and then that being so, the railways, 
and I think you will agree with this, should be encouraged 
to put it on its own feet and when the services are 
not required, to discontinue services when they are not 
required? 


A. That is right. 
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ANGUS, BYONEHOUSE a co. LTD. Kirk, cr-ex 10238 
, (Sinclair) 

Q: One of the ways that would assist in 
doing this, I suggest to you, Mr. Kirk, would be to have 
the Railway Act state that when the Board considers the 
discontinuance of 4 passenger service that is operating 
at a loss any person opposing it should have the burden 
-- the statutory burden -- of proving why it should be 
continued, That would be the person who would best know 
he having raised the issue of necessity? Would you 
agree to that? 

A. Well, I think those who claim that the 
service must be continued must Show good reason for that. 

Q. Well, I am suggesting, to make it clear, 
that it be set out in the statute. Would you agree with 
that? 

A. I hadn't thought of it as a statutory 
proposition, 

THE CHAIRMAN: May I ask, Mr. Sinclair, if 
you are submitting a proposed amendment there? 

MR, SINCLAIR: Yes, that is right. 

THE CHAIRMAN: Have you that amendment now? 

MR, SINCLAIR: No. 

THE CHAIRMAN: You haven't? 

MR, SINCLAIR: No; “I. havesthe: conceptionsof*it 

THE CHAIRMAN: You might submit that to Mr. 
Kirk. 

MR. SINCLAIR: I haven't got the wording, but 
the principle is as I have put it to the witness. 
THE WITNESS: I think that evidently the logic 


of our position on passenger service is that the services 
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which the railways, in their economic interest, should 
discontinue -- that it is not essentially the railways! 
responsibility to judge the public interest in this 
thing. 

ak And they shouldn't have the burden of 
trying to meet it, and the person who brings it up 
should be required to prove it? 

AR Yes; I think there should be physical 
procedure for ensuring that this opportunity is avail- 
able, I don't know precisely what kind of procedure 
you are talking about, but I certainly would go along 
with the proposition that it is not the railways' 
responsibility to decide on the public interest. 

Q. Or to try to establish that there is 
no public interest involved, or to try to meet vague 
Suggestions of national interest when these are alleged 
and try to meet them? 

A. Provided you can ensure that the question 
is dealt with in an adequate and orderly fashion. 

Q. Thank you, Mr. Kirk. The next point I 
wish to deal with is in respect to branch lines. You 
have said that there are certain branch lines which are 
not required. You said to Mr. Cooper that there were 
branch lines that were not economic. I take it you 
mean not economic under a cost situation as compared 
with any alternative method of moving the traffic off 
the branch? Would that be what you mean when you 


talk about branch lines not being economic? 


A. Well, I meant in a general sense where a 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, er-ex 10240 


TORONTO, ONTARIO 


(Sinclair ) 

1 

: branch line is clearly. ~-. 

; Q. Not paying its way? 

: A. ar is;clearly mot paying its way on 

: a sufficiently comprehensive basis, looking at the 

question, 

6 

y Q. If it is not paying its way and the rates 
A for traffic moving over it are Just and reasonable then 
5 you say it should be abandoned, and I think you qualifie 
i that only in respect of the fact that before the aban- 
4 donment was permitted I think you said there should be 
e an opportunity for consideration to be given to the 

1B economic consequences of the abandonment of the line ana 
v the effect on the users of the Lane. Is that a correct 
15 summary of your position? 
16 A. Our position is that we believe a satis- 
7 factory operation of the railways will involve a reduc- 
18 tion in branch line services in a number of instances, 

19 but there are community and economic consequences to 

20 the user -- to the public in the area of the branch 

1 lines -- that must be taken into consideration in 

2? equity to them before any such move is taken. That 

23 is our position, 

"4 Q. Would you go along with this and say that 
95 these considerations are the considerations, as you say, 
6 of the people in the community served by the branch line 


27 that must be taken into consideration -- that, again, 
these people should have the statutory onus of showing 


that the economic consequences and their need for use 


were such that they required the railways to maintain the 
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aoa Kirk, cr-ex 10241 
(Sinclair) 


operation of the branch lines, and that that be spelled 
out in the statute? 

A. Well, I rather hesitate, myself, to say 
Yes or No in connection with a Statement of statutory 
onus, This is a question of the wording of the legis- 
lation. But, again, the essential point we make is 
that adequate and orderly procedure must be established 
for carrying out any programme of branch line abandon- 
ments. 

Q. My point to you is so that the rallways 
can proceed in an orderly way and the Board can proceed 
in an orderly way and the procedures be delineated in 
an orderly way, then the person claiming that there is 
economic justification for the continuation of branch 
lines, notwithstanding the fact that the railways say 
they are running at a loss -- the burden, or the onus, 
of proving that should be on the person. alleging it, 
and that that should be delineated in the statute, as 
a matter of principle. 

A. Well, I could be wrong, but it seems to 
me that when you put it in that way you are rather 
raising the question of the establishment of the 
particular criteria of the proof that must be made by 
the users of the road, and I think that --- 

Q. By the users of the branch line? 

A. By the users of the branch line. It is 
my reaction that such a procedure could be so set up as 
to really improperly jeopardize the position of those 


People if it is in a sort of rigid, formalistic form, 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, Ccr-ex 


TORONTO, ONTARIO 1 024 2 
(Sinclair) 


inasmuch as the community or the people involved in it 
might find a great deal of difficulty in adequately 
dealing with all these criteria; and certainly such a 
Situation shouldn't be allowed to develop, The procedure 
should be such that! ito-< for example --- 

Q. It should be such ag -u~ 

AY The procedure should be such that the 
meeting of excessive technical requirements and rigid, 
formal criteria didn't essentially result in Jeopardizing 
the position of the people in the community. 

Q. What I take you to say is that if the 
legislation was properly drafted in principle you would 
have no objection to the onus being on the people who 
are alleging it so long as there was adequate safeguards 
that their case could be heard and they were given a 


ful Opportunity to present their reasons? Is that 


your position? 

A. Well, my position is that it is the 
interest of the community that must be considered, 

Q. And that as long as they were given the 


opportunity to have that adjudicated and dealt with by 


an impartial tribunal like the Board of Transport 
you would have no objection to the delineation in the 


} 
} Von a ty | 
Statute of clearcut procedure that everybody will know 


where they stand? 
A. Yes; and so long as their interest is 
Properly considered and dealt with and that too much is 


| 
| 
| 
| 
not laid on the people in the community in the way of | 
| 
technical knowledge and that kind of’ thing. | 
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Q. Yesterday I said to you that I would 
discuss this question ot productivity with you today, and 
in accordance with my statement to you I now intend to do 
that. 

Page 16 of your brief, I think, is where you 
deal with that, in paragraph 43; 

“Technological improvements have not been 
adopted rapidly by the railway companies and 
increases in productivity have not kept pace 
with costs," 

you say. Now, Mr. Kirk, assuming that an industry 

is in financially sound position at the commencement of 

a period any increase in costs, including costs associa- 
ted with securing increased productivity that are offset 

by productivity increases would result in no necessity to 
increase charges? 

A, Quite right. 

Q. That is an economic truism that is 
applicable to railways, to oil companies, to ref ining 
companies, to banks, to implement manufacturers, to 
farms, or any other business; is that correct? 

A. Yes. 

Q. Now, I am sure it would be of assistance 
to the Commission if you would tell them whether pro- 
ductivity in any of these industries I have mentioned 
-- and maybe you would like to note them down: oil 
companies, refining companies, banks, implement manu- 
facturers, farms -- has been sufficient to make it 


unneécessry for them to increase their charges in 
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| idaoss a Kirk, cr-ex Lo2uy 
(Sinclair ) 
the postwar period? 

A. The general position has been inflationary 

Q. yes, and what has been the increase in the 
charges, for instance, of the implement industry, per- 
centagewise? We will take a well known thing that a 
farmer buys; we will take a combine that he bought in 
-- take the base 1947 and 1948 and what he pays for it 
today. What is the percentage increase in price? 

A. I don't have that precise figure. It 
has been a very substantial figure. 

Q. Over a hundred per cent? 

A. Since 1947 to today? 

Q. Yes -- a 13-year period, 

A. I don't know; I don't think it has reached 
a hundred per cent. 

Q. You don't know? 

A. No. 

Q. You don't think it has quite reached a 
hundred per cent? 

A. No. 

Q. But it is in the neighbourhood; is that 
what you are saying? I am not wanting to pinpoint it 
on fractions? 

A. Well, I just don't know the answer to that} 
and the changes in machinery make it very difficult to 
make an exact comparison in that respect. 

Q. Well, let us go to an easy one. Go to 
the banking business. The banking business in 1947 


didn't charge for cheques on personal savings account 
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and now they make a charge so there is no question 

that has certainly increased more than 100 per cent; 

that is one aspect of the banking business, And the 

reason the banks advance for imposing 

this charge is because of increased costs, 

A. That is the reason they give for making 
the charge, 

Q. And you don't object to that? 

A. I don't object, did you say? 

Q. Yes. 

A. Well, I may object, but it certainly 
happens, as it happens all through the economy. 

Q. And you don't object to the banks 
applying the normal economic law of recouping costs from 
the charges they make on the people who use their ser- 
vices, do you? 

Le I wouldn't take the position that I am in 
full-fledged opposition to the entire pricing system, 
no, 

Q. And you wouldn't object to the implement 
dealers increasing their charges for a combine to 
maintain their position in the economy as financially 
sound manufacturing institutions? 

A. A great many of our people have objected 
to this very strenuously. 

Q@. They have objected to it? 

As Yes, 

Q. They wouldn't object to the pricing syste 
of the €conomy but they would object where this pricing 


System pinches them? Is that what you are saying? 
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ANGUS, STONEHOUSE & Co. LTD. Kirk, cr-ex 10246 
TORONTO, ONTARIO (Sinclair ) 


A. The Canadian Federation is not a revolu- 


tionary organization in the sense you are suggesting, no, 


3 
Q. Sometimes I wonder, But let me see 
4 
if you have thought your way through this, The Canadian 
5 
Federation deal with those basic institutions that are 
6 
used by the farming community. We have the banks,we 
7 
have the oil industry. Do the farmers object to the 
8 
oll industry imposing increased cost in their price of 
9 
gas and oil -- petroleum products -- burnt in cars and 
10 
in tractors used on the farm? Are they objecting to 
11 
that? 
12 
A. Well, the position of the farmers in 
43 
this has been that they have, of course, objected and 
14 
have objected seriously to the fact that their costs 
15 
were raised out of proportion to their price; and I 
16 
would add to that that they have, let us Say, at least 
17 
wondered if all these increases in price were actually 
18 
necessary. 
19 
Q. Have the Canadian Federation taken the 
20 
position that implement prices should be frozen, tht 
21 
banking service prices should be frozen? 
22 
A, No, they have not. 
23 
Q. That oil and gas prices should be frozen? 
24 
A. No, they have not. 
25 
Q. Or that the price of any other commodity 
26 
or any other service that enters into their productivity 
27 
costs should be frozen, other than freight rates? 
28 


| Ai No, they have not. 


— 30 | 
| ---Short recess. (Page 10248 follows) 


THE CHAIRMAN: I think we will adjourn now. 
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ANGUS, STONEHOUSE & Co. LTp. Kirk, Claexe 10248 
TORONTO, ONTARIO (Since lair ) 
1 
2 Q. Now, we were talking about your paragraph 


3 - and there are other places in the brief where similar 
4 reference is made; for example, your paragraph 89, 


I think I should have them before you both together. 


5 
That is questions of productivity and also questions 
6 
of modernization. It is paragraph 89 at page 33 and 
7 
paragraph 43 at page 16, You make two points: 
8 


1. That the railways have not increased their prauctivity 
9 to a degree sufficient to enable them to offset cost 

10 increases, and the second point is that they have not 

11 applied technological changes as rapidly as in the 

United States and they have not modernized their situati n 


12 
as rapidly in the United States, Is that a proper 
13 
way of summarizing your position? 
14 
A. Yes, this has been our understanding. 
15 


Q. Now, that has been your understanding. 
16 Have you, in regard to the application of these techno- 
17 logical matters, such as mechanization, made any study 
18 as to the economic results of the applications in the 


19 two countries, dependent upon, first, labour rates, 


20 Canada versus the United States? This is an important 
factor in determining the degree of mechanization, for 
rat 
instance? 
22 
A, Labour wages? 
= Q. Yes, 
24 A. No. The answer to that is that we have 


25 not made a study of this question of the technology 


%6 of the railroads, a detailed study. 


7 Q. But this question of the labour factor 
=| is a very necessary one to consider in studying 

| 

| 
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the economics of applying mechanization, for instance, is 
it not? As an economist you know that is one of the 
basic things you look at, 

A. Yes, of course, the position of labour 
wages, 

Q. And another factor would be the volume 
over which you can spread the capital costs, that is 
density factors. Have you looked at that, Canada versus 
the United States? 

A. No, we have not made this kind of study. 

Q. Did you know that Canadian Pacific has 
the most complete application of integrated data process- 
ing of any railway in North America? Did you know 
that? 

A. + didn't *know that, n63 I knew, I heard 
that there was a first-class data processing procedure in 
One C. P. Rs 

Q. And it had the first high-speed computer 
in Canada. Did you know that? 

A. No, I did not know that. 

Q. And did you know that Canadian Pacific 
has the largest or second largest fleet of self-propelled 
rail diesel cars in the North American continent. It 
may be exceeded. Did you know that Canadian Pacific 
had some 54 diesel units? 

A. No, I am not claiming detailed knowledge 
about the technology of the railways in the United 
States or Canada. Our position on this was simply that 
we had taken from or pointed out in a 1957 study that, 


in the opinion of those making that study, there had been 
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a lag, and I believe we Suggest that is Something we don! 
pretend we are competent to do at the present time. But 
we think it is a relevant thing and it should be looked 
at very closely by the Commission, 

| Q. You are not Suggesting that the Canadian 
Pacific in particular has been managerialwise deficient 
in applying technology and organization to meet the 
requirements of the Canadian travelling and shipping 
public so that they can provide service at the lowest 
possible cost? 

A. We were not implying criticism of the | 
management of the railway particularly, no. 

Q. You did linow this, that Canadian Pacific 
led the major hound in North America to establish the 
right to operate freight and yard diesels without firemen? 

a Tes. 

Qe And there are a number of others, I suggest 
to you, with complete knowledge of the situation, might 
lead you to quite opposite conclusions to those which 
you have ae to have drawn here, that your position 
is that all you really meant here was that the Commission 
should look into it? 

A. That the Commission should look into it, 
and from other observations it seemed to us that there 
were indications that there was scope. 

Q. I put this to the Prime Minister of 
Ontario, and I think I can put this to you as a farmer. 
It is quite usual, for instance, for city people who are 
not expert at farms to suggest that farmers did things 


and if they applied themselves with more knowledge or 
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applied themselves with greater aggressiveness, many of 
the problems would be solved. You have heard that? 

A. I have indeed, 

Q. And what your answer is ig that if they 
knew what they were talking about and knew all the facts 
they wouldn't make those suggestions, 

Bef Thateis-richt. 

Q. Now, Mr, Kirk, at your request some months 
ago, at your specific request some months ago, you wrote 
to me and you said: "Mr. Sinclair, I am interested in 
the cost studies for the movement of grain to export 
positions in western Canada. Would you please see that 
I have all the material that has been developed on this 
So that I can have it." .....and, I presume, work on it 
and study it. You remember asking me that? 

Astedadosy yess 

Q. And you remember getting this material from 
me? 

A. Ye'sjo'sir. 

Q. Now, you have suggested in your brief in 
paragraph 62 that the cost study has allocated,the cost 
of moving grain, an excessive amount of constant cost. 
Now, you will recall, Mr. Kirk, that that material that 
I sent to you showed that constant costs for the movement 
of grain was on the basis of a factor of variable cost 
of study traffic to the total freight variable cost, 
and that this substantially understated the proportion 
of constant costs that would and should be applied to 
grain if the basis adopted by bureaus that have studied 
the matter should be adopted, namely, a ton and ton-mile 
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A, Yes. 

Q. And, notwithstanding that, it was Suggeste 
by a witness that that was Something in the neighbourhood 
of $10 million. Do you remember that evidence? 

AY I remember that, yes, 

Q. And, notwithstanding that, you still 
in this brief say that constant costs charged to the movement 
of grain traffic is excessive, and so therefore I take it 
that you have a different way of doing it that would 
properly and reasonably result in the proportion of 
constant costs to be charged against grain, and I am sure 
the Commission would be interested in having the result 
of your studies and considerations. What is your 
proposal on the matter? 

A. Well, our thought on this - and I am not 
going to pretend to have had the opportunity to give 
these studies the very extensive study that obviously 
could be given to them over months of time, because it is 
a highly complex technical matter. 

Q. You have had them for months. 

A. Yes, but I have not had the time to devote 
exclusively to them or anyone in our organization. But 
our thought was that, in the first place, it would seem to. 
us in a general way that the nature of the grainttraffric, 
the well-defined destinations of it and uniformity of its 
handling, the almost entire ownership by other than the 
railways of the facilities required to unload and load 
and store grain, inclined us to feel that probably it 
Would not be proper to allocate this full percentage 
on this basis you mentimed to the grain, it would be 


| excessive. 
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1 
2 Q. You have knowledge, have you, that the way 


3 it was done was on the variable proportion of grain to 
4 variable proportion of all traffic? 


A. That is right. 


5 
Q. And even if it was ona ton and ton- 
6 
mile basis, don't you think that would properly reflect 
7 
all the volume of the movement and its defined basis and 
8 


the numerous things that you have mentioned? Have 

9| you thought this through, Mr. Kirk, or is this just an 

10] idea you have? 

il A. Well, it strikes us that you have a nationdl 
12 railroad system that has a great many facilities and a 


great deal of detailed problems in connection with a 


13 

tremendously varied handling of traffic, much of it throu 
14 

your own plant facilities. Now, this is not true: The 
Is western grain movement is a highly uniform movement 
16 


through facilities owned by others, and this was the 

17| basis of our statement there, plus the fact that we didn't 
18} think much of the amount of interest, of the ten per cent 
19 Cost of money that was put into both the variable and, 

20 as we understood it, a proportion of the constant costs. 


Q. Have you made any study of the capital 


21 
Studies? 
22 ; 
Bs ao; Sir. We simply do not think that 
23 in trying to arrive at some kind of a cost for handling 
24 


Crow's Nest grain, which, asI have so often pointed out, 
ais a statutory rate - we simply do not think that a cost 

96| Of capital plus an allowance for payment of income tax is 
97 &@ Satisfactory way of arriving at a cost for this movement. 


Q. What would your suggestion be? 
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A. Of course, our fundamental suggestion 


is that these rates be left where they are. 

Q. We understand that, and that is the 
suggestion also of the Canadian Pacific Company right 
from the outset of these proceedings; we made that clear, 

A. Yes. Well ime Pa6en6t: << 

Q. It would be one thing, of course, if the 
railways were suggesting that a level of rates that they 
were putting forward were to be paid by the farmers, and 
then you would have to consider, in view of special 
considerations, the economic results that would flow 


from that. But then another thing to determine -- 
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THE CHAIRMAN : I think, in all fairness, 
that what you suggest is that the charge to the farmer 
be the same but that the rate be doubled. 

MR. SINCLAIR: Lhe ratectolbe tes 

THE WITNESS: Yes, I understand. 

THE CHAIRMAN: The rate is to be doubled? 

THE WITNESSS: Yes, as I understand it. 

MR. SINCLAIR: That is right. 

Q. But, you see, Mr. Kirk, for instance, 
you say that this grain traffic, and since the level was 
established, the average number of cars of grain have 
greatly increased and cars hold about double the amount 
of grain. Would you be surprised to find that the 
loading of cars other than grain have increased more 
than grain -- that the load on other carload traffic 
per car has increased more than grain? 

A. Yes, I would. 

: Q. You have never made any comparative study? 
3 A. No. 

Q. Is it the suggestion of the Canadian 
Federation of Agriculture, for irstance, that if grain 
were moved in tonnage trains, for instance, on four-unit 
diesels instead of the way it is handled on Canadian 
Pacific, or if it were held back and moved in solid 
trains of grain, would the cost, therefore, be lower? 
Because I am going to suggest to you that if you study 
it you will find the cost would be higher, rather than 
what you would expect. This, I would say to the 
Commission, is evidence we will be giving, but just to 
follow the suggestion made by one of the Commission 


in some of the questions I have put, I have arranged to 
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do this and I will be glad to produce that evidence, 
You have not made this kind of study? 

A. No, I haven't, 

Q. What this whole paragraph really comes down 
to is that you are really shocked to find that the facts 
of life show that grain costs about one cent per ton-mile 
if it is to meet that cost and stand in its proper place 
in the rate structure; that is a bit of a shock to any 
farmer? 

A. No, that is not quite what it comes down 
CO. We did, in the amount of looking at this which we 
were able to do -- which I admit is pretty limited -- 
this was the way it struck us, that there were very 
possibly overstatements of the cost in these respects, 
but that more importantly, we say, I think, "However, 
this isa compiex matter on which work is being done and 
we are confident that expert analysis will show the 
railways' estimates to be too high." If we are wrong 
there, then we are wrong, but we are confident that the 
analysis made by the railways will be subjected to 
adequate scrutiny. 

Q. The Commission has advised the parties, 
and I do know that their technical staff are going into 
this, and, as a matter of fact, members of their 
technical staff have spent considerable time with the 
railways on this costing, including some members of the 
Commission itself, and you are quite happy if the result 
of that is looked into? All you are saying is, 

"Here are some matters which we think should be looked 
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TORONTO, ONTARIO (Sinclair ) 

1 

2 A. That is right, 

3 Q. That is all you are saying? 

4 A. That is what we are Saying. 

; Q. And you have no specific Suggestions of 
other techniques or methods to be used? 

: A. NOs Sir. 

7 Q. As a matter of LAaGr.AS an economist, 

8 


Mr. Kirk, would you like to tell the Commission what 
9 you think of the detail of the cost analysis that was 
10} made? Have you ever seen a better one? 

A. Well, of course, I am not an expert 
on cost analysis, and I don't have a basis of comparison for 
Judging the cost analysis to fo on, 

Q. But you could not find any specific 
conception or method that you were able to Suggest to 
the Commission that would more truly represent the cost 
of handling grain? 

A. No, I can't say that I have arrived at 
such a recommendation, no. 

Q. Mr. Kirk, in a number of places throughout 
your brief, and indeed you will find this generally 
from a number of farm organizations in western Canada, 
and also from certain sections of the west, and, every 
once in a while, even some people from the maritimes 
fall into what I suggest is an error, and that is, to 
describe the railways as instruments of national policy. 
You, for instance, do that in a number of places, and I 
don't think it is necessary to pinpoint it; page 31 
is an example, paragraph 81: 

"Since they are instruments of national policy" 


I suggest to you that the railways are not 
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2 instruments of national policy, but they have been 


5 used as instruments for national policy; would you agree 


4 with that? 

. A. Well, it seems to me, if an organization 
is used as an instrument for national policy, thaw 

P becomes an instrument of national policy. 

7 Q. That is your answer? 

8 


THE CHAIRMAN: Are we not dealing now in 
sematics?. 

MR. SINCLAIR: I don't think so, sir. i 
think it is Yery Vasile, anu it goes right to a certain 
philosophical approach and an ideological approach to the 
Situation put forth. 

Q. There is a great deal of difference in 


Saying the Canadian Federation of Agriculture is a 


federation of farmers, isn't it -- because you are not 
one, and we have proved that -- and tO pay 10 des 
federation for farmers, which you are? The concepts 


are quite different, aren't they? 

A. But so are the words: The word "instrument." 
does not appear in there. 

Q. All right, that the Canadian Federation 
of Agriculture is an instrument of farmers: Do you 
think it is -- and I don't want any rude remarks? 

A. I would say that if you said the Canadian 
Federation was an instrument for farm policy that it would 
be an instrument of farm policy. 

THE CHAIRMAN: I think you can leave that 
with us; we can deal with the meaning of it. 


MR. SINCLAIR: Very well, Mr. Chairman, because 
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it goes from this, and I would ask the witness these 
questions. 

Q. If Canadian Pacific, as a private corpor- 
ation, undertook certain obligations -- for instance, 
building a transcontinental railway, and before they 
took those obligations and assumed the risks consequent 
thereto, they required certain considerations to pass to 
them before they undertook those risks -- this is the 
historical fact to which you have agreed -= yes? 

A. That happened, yes. 

Q. Well, then, the instrument for national 


policy was the building of a transcontinental railway 


'-- the instrument of national policy was the building 


of the transcontinental railway, and that having been 
done, the company that built it and the railway that 

was built does not make that railway an instrument of 
national policy, does it, because to build it was the 
policy? 

A. Yes, the achievement of a national trans- 
continental railway was the national policy, and the 
railway became the instrument for achieving that. 

Q. And having achieved it, then, that was 
finished -- that aspect of national policy? 

A. You mean that the railway was built 
and the grants had been made -- yes, it was finished 
in that sense, 

Q. And they were earned by the building? 

A. Oh, I see. Well, "earned" - I don't know 
It was an arrangement and it was carried out. 


Q. Well, it was an obligation undertaken in 
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consideration of stipulated things which have been done? 

A. Which were done, yes, 

Q. And the railways being used as instruments 
for national policy is reflected, for instance, in the 
Maritime Freight Rates Aet, and this points up the dis- 
tinction very well. The Maritimes Freight Rates Act, 
as you will agree, historically, was to compensate the 
maritimes for the mileage provided through the 
Intercolonial, but Subsequent to that time, historically, 
Short run mileages that obviated any such subsidy on tha 
basis developed; for instance, the Canadian Pacific 
short line and the Canadian National short line? 

A. Yes. 

Q. But the Maritime Freight Rates Act has 
continued to be used to assist the maritime provinces; 
correct? 

A. That is right, yes. 

Q. And the method of giving that assistance 
to the maritime provinces was to use the railways to give 
it to the area through reductions in freight rates on 
certain movements in certain areas? 

A That) is right. 

Q. Then, indeed, in your submission, and 
a8 you stated here again today, you said if passenger 
train services are required in the national interest 
that cannot pay their way and they are a deficit service, 
then assistance should be given to meet that deficit by 
the national government? 

A, That is what we said. 


Q. That is your position ? 
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A. Yes, 

Q. And this would be clearly designated as 
national interest established to have a certain type of 
service and the assistance would be earmarked -- 
designated for that service? 

A. that is right. 

Q. And this again would be using the method 
of using the railways for national policy? 

A. That. is right. 

Q. But would not make them the Depa rtment 
of National Defence, would it, which is obvicusly a 
service of national policy? 

Ae No, it doesn't make them a department 
of government. 

Q. Or a department of the Canadian people who 
are merely -- 

A. A department of the Canadian people? 

Q. A department of the Canadian state? 

A. Well, that is too difficult a concept for 
me. I don't know what a cepartment of the Canadian stat 
would be -- of the Canadian yveople would be. 

Q. Well, Mr. Kirk,I have one matter 
left, and that was a matter I dealt with earlier, and thalt 
is where you quote, at page 24 and 25, from "The Economias 
of Competition in the Transportation Industries" by 
J. A. Meyer, Merton J. Peck, John Stenason and Charles 


Zwick, and, of course, you recognize one of the authors; 


XX 


he was a witness before this tribunal -- Mr. John Stenas 
who happens to be the director of economic research for 


Canadian Pacific, and you also knew, from reading the 
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foreword, that the basic work on this book was done 
between Harvard and the Canadian National and a number 
of officers of the Canadian Pacific. Their names 

are at the front of this book, and it has been used once 


or twice. 


(Page 10265 follows) 
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Q. So you have read the book and you agree 


with the book generally speaking? 

Ae I have not read the whole book. 

Q. Oh, you have not read the whole book, 
Well, then, I can quite understand why you made the 
mistake you did in your brief, 

A I did not make a mistake here, 

Q. Well, we do agree that this citation that 
you made is in a case shown in the book and decided in 
1890 and the comment of the authors on that statement 
was this, and I am quoting: 

"Since this sweeping statement, the 

Commission has come to accept ---" 
Perhaps you should read this statement, the statement 
which you quoted and which the authors are commenting 
on: 
"--- the cost of transportation of any one 
article of commerce can never be disposed 
Op Wit any accuracy . . . if the carrier 
desired to make the cost of any particular 
traffic appear large or small, it would not 
be difficult to swell or lessen it by such 
figures as would appear plausible in each 
case," 
The comment of the authors, and that was taken from a 
case decided in 1890, Haddock versus Delaware, Lacka- 
wanna and Western Railroad Company, 3 ICR, 311, and the 


comment of the authors is: 


"Since this sweeping statement, the 
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Q. That is not my question and I know that you 


(Sinclair) 

i Commission has come to accept and develop more 
2 and more cost information, Nevertheless, the 
3 suspicion lingers that railroad costing, because 
4 Of tne fixed and Joint cost elements must be 
5 always highly arbitrary, and consequently it is 
6 undesirable to place primary reliance on observed 
7 cost data in rate making, By default, then, 
8 the carriers' judgment of rates dominated and 
9 these judgments represent an intuitive per- 
10 ception of the combined effect of cost and demand 
i factors." 
12 Perhaps you will read the last sentence? 
a A. No, I think you could go ahead and read 
Pi is. 
iS Q. I would rather have you read the last 
Y sentence if you do not mind? 
4 As I am quite prepared to read it; I know it 
18 is there, 
” Q. Well, read it so we will have it completed 
a A. "As shown in the preceding chapters, 
e however, modern statistical techniques and controlled 
. experimentation provide a workable resolution for these 
= costing difficulties so that cost data can provide a 
a Satisfactory framework for rate making policy." 
‘ Q. Would you agree with that? 
P| Ae Well, I would certainly be far from 
| Claiming that since 1890 there has been no improvement 
| in statistical techniques, 
29 | 

| 
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text of Messrs. Meyer, Peck, Stenason and Zwick, and I 
am asking whether you agree with it? 
A. We did not intend to use a quotation as 
a judgment on the whole use of cost data as a rate 
making technique, We simply agreed with the proposi- 
tion that in costing it is not difficult to swell or 
lessen cost figures in a plausible way, and that is why 
we were concerned, that even this highly modern study 
that has been made on costing be very carefully examined 
and analysed by the Commission and by others so that we 
can be certain it is as correct within its own assump- 
tions as is possible. That is our position, 
Q. All right, but I want you to tell this 
Commission whether you agree with this statement: 
". » » modern statistical techniques and 
controlled experimentation provide a workable 
resolution for these costing difficulties so 
that cost data can provide a satisfactory 
framework for rate making policy." 

Do you agree with that? 

A. I am not in a position to agree or dis- 
agree with that, I do know that cost data is not 
Satisfactory in the case of these Crow's Nest rates and 
I would suspect in a great many other rates that cost 
data taken by itself I would doubt is a satisfactory 
basis for rate making policy. 

Q. In other words, you would disagree with 
the use of costs as one of the elements in rate making 
policy? 


A. No, I do not disagree with the use of 
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(Sinclair ) 
1 
> cost as one of the elements in rate making policy. 
4 Q. Well, then, would you disagree with the 
r problems of joint costs and these other difficulties 
5 that used to be substantive difficulties where you have 
é production problems and costing problems, would you 
: disagree that these modern statistical techniques and 
8 controlled experimentation do not properly meet these 
9 problems in a Satisfactory manner? Would you disagree 
10 with that as a statistician and an economist? 
it A. Well, I am not a statistician, I am 
0 sure that there has been great improvement in statistical 
13 techniques that lend themselves to great usefulness in 
14 arriving at cost data, I certainly am not prepared 
15 to take the position that any cost calculation that is 
16 made today is necessarily a correct one or an adequate 
uv one. I do not know. I am not an expert on this, 
18 Q. But, if experts said that it was a satis- 
19 factory matter, for instance, experts on the staff of 
00 the Commission,you would be prepared to accept that? 
"1 A. Well, the statement was that it was a 
2 Satisfactory basis for rate making, and I do not accept 
23 that, 
4 Q. Rate making policy? 
25 R. Or rate making policy. 
6 Q. You do not accept that? 
7 A. Well, we have one case of rates here and 


} 
i 


28 Our whole presentation takes that as the sole basis for 
29 


|} rate making policy. 


Q. Well, Mr. Kirk, you have asked me question 
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ANGUS, STONEHOUSE & Co. LTD. Kirk, cr-ex 10267 
a (Sinclair) 
in a discussion of your brief and I will argue that your 
brief does not say that and neither do your answers if 
they are properly understood, but I am not going to 
argue with you, You are not prepared to Say that cost 
is properly determined by the application of modern 
statistical techniques and controlled experimentation -- 
the cost of moving a segment of traffic on the railway -- 
you are not prepared to accept that. If you are not 
just say so. 

A. Well, I am prepared to accept it if you 
are going to try to arrive at cost at a given rate, Bi 
would be completely in favour of using the most modern 
statistical techniques possible, yes. 

Q. And that would satisfactorily develop the 
costs in your opinion? 

A. I do not know whether that would be satis- 
factory. I agree with you, this man says they are 
satisfactory and I have no knowledge to contradict that. 

Q. And if the Commission staff, as you know 
they have on their staff very experienced statisticians 
and economists -- I have seen you speaking to some of 
them in the court room --- 

Ac Yes, sir. 

Q. And if they were satisfied this properly 
reflected costs then the Canadian Federation of Agri- 
culture would be prepared to accept that, would they not? 

ee I think the Commission will have to arrive 
at a determination of whether it is an adequate study or 


not technically speaking. 
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ANGUS, STONEHOUSE & Co. LTD. Kirk, cr-ex 10268 
ei (Sinclair) . 
Q. And having arrived at a basis that is 
to their mind satisfactory, the Canadian Federation of 
Agriculture would not object to that, would they? They 
would not have any suspicion of this Commission not 
doing a proper job? 
A. We are not going to suspect the Com- 
mission, sir. 
Q. Thank you very much, Mr, Kirk. I am 
sorry I have taken so long, 
MR, KIRK: It has been a pleasure, 
THE CHAIRMAN: Mr. Balch? 
COMMISSIONER BALCH: I have a couple of 


questions, 


BY COMMISSIONER BALCH: 

Q. Mr. Kirk, I notice that the Federation 
uses an Americanism "reatherbedding'"? 

A. We did, yes. 

Q. Would you not agree that in the advent of 
the technological changes that a certain amount of time 
must take place for an adjustment in the working force 
or would you suggest that in the adjustment labour shoul 
be thrown on the labour market immediately? This 
applies to banking or any other business. 

A. yes, and to agriculture. 

Q. What I wanted on the record was right 
Up to 1959 both railways, Canadian Pacific and Canadian 
National, have 34,881 less employees now than they had 
in 1952, so you can see there must have been an adjust- 


ment somewhere with both railroads? 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, C= C25 10269 
. ARIO (Balch ) 


A. Yes, -sir; 

Q. I just want those figures so the Federa- 
tion will see that there is an adjustment made with a 
great amount of unemployment? 

ne Yes, sir. 


THE CHAIRMAN: Mr. Gobeil? 


Ex BR, GOBEIL: 

Q. Mr. Kirk, you were questioned by Mr. 
Sinclair on paragraph 56, where he was comparing the 
efficiency of the Canadian grain grower with the 
American grain grower, and you said that if the 
Canadian grain growers had the same assistance as is 
given by the United States government to the American 
grain growers that they could compete on the world 
markets. Has your Federation considered the oppor- 
tunity of having such an assistance, similar assistance, 
Bich is given in the United States to be given to them 
so they can pay higher freight rates? 

A. I expect you are well aware that the 
western grain growers, supported by our entire Canadian 
Federation of Agriculture, have made major requests for 
assistance, and are making them now to the federal 
government, for assistance to the grain gowers. 

Q. Vou are asking for that? 

A, These are being made and have been made 
but not in relation, of course, to this -- not on the 
same basis, not as a supplement to the price that has 
been paid on grain during the last years, what they 


call a deficiency payment. 


. Niek* 
+ 


“5 : yceehe See 

-st9be% en og eotuglt seont dnsw dad I | > 

, s rigtw sbam dromdaujbe ne ef Stead tendooss Pf. 
- ednsmyoL qarenu to ¢nvome < 

ate yoy uw) ee 


.~ 


a 
_ 
_— 

* 


*[fedoD .sM  3WAMAIAHD SHT 


.wM yd benolvesup stew voy wala Se 


v 
esd d¢iw sswous alexrg metbans end to conetozI2e” | 


t 


7 oe we 
edd aniteqmos esw ac stew .02 duarabeeli no tisfonte 
ery tik tscid Sise yoy dns rewo7g tens aaonreah 


at a5 sonstataas ose sit bed a19WworS prpee catheper s 
ey «: 


nesiremA oft of tasmerrevog gotete bediaU end yd nevis 


birow sdz no steqmoo biLyoo yes: tedt arewory ete» 


.sonsielaas usifmie ,sonaversas& ns ove eee to yttn 
mend o¢ aevis od ot saedede bedtial eae at nevis et fotde / 
Saedvax tddgter? tergid ysq nso yen? oe 
sit dst ovews [Low sis voy toegxe I A : 


; ae 
~toggo sft bereblanop motisrebs® Woy ash Dar? i 
ielbsnsd eiidns to yd besacoqaue p~etewoug alerts. atede 


mc) 
vot sdecupest toLam ebem svat .sapsfveligA lo notte tsbet 


fsysbet sAd oF wor mort antusm ets bis* joonases 
etroywoRm nisi end ov sonsdelass rot. .dnomit ‘ 
| ttand 10? gatise 61s pov .O | 

ebam meed evsdi bas sbem gnied ——e A 
ead a0 ton -- alas of ,sems00 Io. noteater at tea 


asd dant end, Sk a smtoeen Nb ee 
ate & 


SB sal abet stat tin ni 


ie a 
‘ 


ball laches Kirk, cr-ex 10270 
. (Gobeil ) 

Q. But you have not asked for any assistance 
which would take care of any freight rates for grain 
transportation which might be unremunerative? For 
this you did not ask? 

A. No, this has been related to the income 
and price and cost position of the farmer, it has not 
been dealt with in relation to the rate question, 

ata Would the Federation want that same 
direct eeaiat ance to the grain grower for transportation 
of grain? 

A. No, I think our position here is that 
we do not want that. 

Q. You do not want a subsidy for transpor- 
tation which would be known as a subsidy to the grain 
growers? 

A. That is right, we do not want it and we 
do not think it should be so applied. 

Q. But if the subsidy is given the railroad 
you do not object? 

A. We think that properly considered if a 
Subsidy is -- assistance to the railroads, as indeed it 
could properly be considered assistance to the railroads, 
aS a whole we do not simply think there is a question 
of a subsidy to the grain growers involved. 

Q. But to the railroad you would not object 
to a subsidy? 

A. We do not object in principle to assis- 
tance to the railroads, no. 


Q. And as a way of taking care of that proble 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, cr-ex 10271 
TORONTO, ONTARIO 
(Gobeil ) 


you suggest assistance on the basis of a suitable pro- 
portion of the maintenance of way costs on the main 
lines similar to the assistance given to highways. 
You also even suggest that it might take eare of the 
main line cost and possibly all essential branch line 
maintenance, If the assistance goes as far as that, 
all of the maintenance of the main line, do you not 
think it might be as well if the government would take 
it over? In answer to Mr. Cooper you also said 
that your Federation has made a recommendation to the 
government for nationalization of the railroads. 
Some people would object but in view of the project 
of assistance to 100 per cent of the line, your 
Federation has considered nationalization of the lines 
only? 

A. Of the lines, no, it has not considered 


that. 


(Page 10277 follows) 
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ANGUS, STONEHOUSE & CO. LTD. Kirk, 102 77 
TORONTO, ONTARIO (Gobeil) 


Q. You told Mr. Sinclair that you consider 
the ten per cent net return a fair return, That is you 
avn view? You are not talking for the federation in tha 
statement? 

A. It is my own view, ves; bub 2. think —< 
I don't have the transcript here - but my understanding 
of what I said was that it was a general question; it 
wasn't related to the railways. Mr. Sinclair was 
Suggesting the proposition of ten per cent rate of return 
on an investment, and it seems to me I took the position 
that I wouldn't be prepared to Say that this is an unfair 
return. 

Q. It think it was on the railways. 

ie Did he say on the railways? 

MR, SINCLAIR : Yes; I made it very clear and 
gave you an opportunity, and so did the Chairman, to 
change your view; and it is very clear on the record that 
you would not consider a ten per cent net return unfair 
to the railways. It is made very clear in the trans- 
cript. And I must say to the witness that I think it was 
a very reasonable answer. 

COMMISSIONER GOBEIL: Q. Do you know what 
is the average net return of the farmers in the west? 

A. The average net return on investment? 

Q. Yes. 

A. L,. don't know; it is a statistical matter. 
I would think well under five per cent. 

Q. In your paragraph 42 you mention that the 
United States railways had similar problems as in Canada 


and they were making some progress in solving them. 
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ANGUS, STONEHOUSE & CO. LTD. Eifion 10278 
TORONTO, ONTARIO (Gobei 1 ) 


What would be the difference between the United States 
Situation and here? How would they make more progress 
than the Canadian failways? 
A. That remark wasn't a comparative remark, 
Q. Mr. McDonald called your attention to the 
fact that they have three times more of a return, so that 
that would mean about 150 million more. That would help 
to solve their problem more easily than here, would LG? 
A. That they had....? 
Q. That they were receiving three times 
more rate for the transportation of grain in the United 


States than in Canada, which would make some 150 million 


More, 


A. It makes the position of the railways in 
Canada and the United States different in that respect, 
yes. 

Q. In your paragraph 66 on page 25 you say 
that competitive rates and agreed charges place a ceiling 
on revenue that may put them frequently below fully dis- 
tributed costs. Was that your understanding of remuner- 
ative rates? Did you understand by a "remunerative 
rate" a fully distributed cat rate? 

A. That a remunerative rate would be a Fully 
distributed cost rate? 

Q. Yes? 

A. No, I would not think so. I think that 
Some particular rate might well be set that, as a contribu 
tion to the over-all railway position, wouldn't be 
memunerat ive on a fully distributed cost basis. 


" 
Q. You didn't mean by "remunerative rate one 
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ANGUS, STONEHOUSE & Co. LTD. Kirk 10279 
TORONTO, ONTARIO (Gobe By 


which was fully distributed, then? 


A. No, not necessarily fully distributed. 

COMMISSIONER GOBEIL: That is all, thank 
you. 

THE CHAIRMAN: I think we will adjourn until 


2 o'clock, 


~--Luncheon adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Kirk, cr-ex 10280 
(Mann ) 


---On resuming at 2.00 p.m. 


THE CHAIRMAN: Order, please, Mr, Mann? 


if 


BY COMMISSIONER MANN: 

Q. Mr. Kirk, we have had quite a discussion 
about the railways being an instrument of or for nationa 
policy. I wonder whether the CFA regards not only 
the railways as an instrument of or for national 
policy, but whether your organization regards, indeed, 
transportation generally as an instrument of national 
policy? 

A. Well, we regard transportation as a 
vital matter of national policy, of course; it is 
always subject to the making of national policy and of 
what seems best in the national interest. The fact 
that you don't always have the same corporate entities 
in trucking as compared to railways, I would hesitate 
to say that the railways would be an institution, an 
instrument of national policy in the same sense, 
especially with the constitutional jurisdiction that 
exists. . 

Q. In regard to the trucking industry, would 
you think that highway construction, and so on, should 
be regarded as an instrument of national policy? 

A. I would certainly think that in so far 
as there is a national undertaking in the field of 
highway construction, which obviously has implications 
of national policy and should be considered, these 


implications should be considered -- I think they are 
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a policy consideration. 

Q. 7! would like to get at this a little more 
closely, if you will bear with me, Wr, Kirk, There is 
an historical reagon for national policy, according to 
your brief. I suppose I am right: in assuming that 
when you say the Canadian railways were started by 
government aid in the form of cash and land grants, 
that is why you think they are an instrument of national 
policy? 

Avs That is part of the reason, Part of 
the reason also is that it is a regulated industry. 

Q. Now, if other forms of transportation, 
as you indeed point out, enjoy various forms of govern- 
ment assistance, does that make them instruments 8f°7. 
national policy? Now, just to specify, let us take 
Trans-Canada Air Lines and Canadian Pacific Airlines. 
They enjoy, directly or indirectly, government assis- 
tance. . Does that make them instruments of national 
policy? 

A. Yes, I would think so. In the case of 
the air lines, you have a situation where the govern- 
ment undertakes to regulate where the planes may fly, 
what companies may operate what air lines for a good 
many years. It gave a monopoly position to one air 
line, and to some extent that still exists, and I 
think the government is deeply involved in policy in 
this sense, and also, of course, in the operation of 
meteorological services at airports, and I think, put- 


ting all these things together, that is what I mean, 
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that these matters necessarily become matters of 
national policy. 

Q. Do you think that there are perhaps two 
aspects regarding transportation as instruments of 
national policy? Can you say that transportation is 
an instrument of national policy in its early stage and 
ceases to be a national policy once the agency, helped 
by the government, has come to an end and the industry 
has come to a mature stage? 

A. I can see an industry where that has taken 
place, but I don't think that has taken place in the 
railways. I think they continue as an instrument of. 
national policy. 

Q. Assume with me a state of affairs where 
you have a state of perfect competition, that is con- 
ditions compatible as to one carrier with another, would. 
transportation be as important then as an instrument of 
national policy, or could you rely on competition to 
protect the public interest? 

A. Well, I am not sure you could altogether, 
Of course, it would be quite a different situation in 
some aspects of the problem in that some of the problems 
might be less acute in the public interest, but they 
wouldn't necessarily eliminate these questions or 
a question of the advisability of government action in 
Some form to modify the effects. 

Q. On page 3, Mr. Kirk, in paragraph 6, 
towards the bottom of the paragraph, you say: 


"The transcontinental system with its branch 
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1 
5 lines enabled agricultural settlement to reach 
, most of the areas in Canada suitable for farming 
; and provided an interprovincial bond that has 
5 contributed to Canada's nationhood ana to the 
P realization of an economically workable and 
: prosperous new dominion," 
8 If one were to assume a Situation where the 
9 country had to be settled today with the agencies of 
10 transportation and the distribution system at our com- 
1 mand today, would you envicage this transcontinental 
2 system with its branch lines would look different, 
13 radically different? 
14 A. I am sure it would look considerably 
15 different; it would be a considerably different situation, 
16 I wouldn't be prepared to Say just in what terms, 
17 Q. I have a question, Mr. Kirk, with regard 
18 to some of the statements you made, starting at page 5 
j9| @9d culminating at page 6. In paragraph 13 you point 
20 Out the financial position of the agricultural industry, 
1 and in paragraph 15 you draw the conclusion or you 
yy) State that you point these things out, the economic 


23 Situation of the farming industry, because you think 
that they have a legitimate relevance to the determina- 
95] tion of public policy in the field of freight rates, 

%6 The question which arises in my mind is: does this mean 
7 that in some manner freight rates should be tied to 

2g|| Commodity prices? 

29 A. We certainly don't mean in any direct 


sense they should be so, no. 
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i 
, Q. And then you Say longer runs reflect the 
3 price level of the industry? 
4 A, I think not necessarily, but to that I 
5 would add that the welfare -—- I mean, to be related in 
6 any sense of a formula to prices, I would not think 
¥ this would be a very valid proposition. But I do think 
8 that is a matter of public policy and it is always 
9 valid to consider the position of an industry in re- 
10 lation to its transportation costs and, if necessary, 
7 take public or regulatory action to protect that industry 
2 for a sufficient reason. 
13 Q. This could be done also in a value of 
14 service rate structure than a cost of service rate 
15 structure, could it not? 
16 A, I would think it would be more easily done 


17 than if you had established a cost of service principle 


has a rate making base, yes. 


18 

19 Q. You see, on page 23 you state that there 
20 has been a breakdown of the effectiveness of the 

21 differential pricing system upon which the railways were 
22 built. I wondered if that meant that the Canadian 


93| Federation of Agriculture would advocate a departure 

24 from the differential pricing system as we know it today 
25 and a turning towards the cost of service principle. 

96| I understood you were not advocating that? 

27 A. No. I rather think that there was an 
increase in pressure to a cost of service principle in 


| 
25 this consideration, perhaps a tendency on the railways 
| to look to this principle. But our point is, I think, 
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essentially that when you have had a country developed 
on the basis of this other system, to turn to this cost 
of service principle, the application of it can have 
very serious and inequitable consequences, 

Q. Could you elaborate on some of these 
inequitable consequences? 

A. Well, the proposal with respect to the 
Crow's Nest rates represents an attempt to apply in 
a form the costing principle, and it is our opinion that 
this is not a sound principle to apply because it 
leads to this position where you are contributing a 
Subsidy to the grain farmer, 

OQ. Turning to paragraph 78 on page 29, you 
say in paragraph 78 that transport policy should continue 
to ease the heavy transport costs incurred by regions 
Outside the central portions of Ontario and Quebec. 

Now, I suppose the measures you have in mind are the 
bridge subsidy, the Maritime Freight Rates Act? 


A. That is right. 
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Q. That is what you have in mind? 

A. Yes, that is what we had in mind, 

Q. Still in paragraph 78, you say, 
"Horizontal rate increases that add to the inequities 
borne by agriculture, and the further erosion of 
railway traffic should be discouraged, " 

That, as I recall it, was essentially, perhaps, 
what the Turgeon Commission said. Have you given any 
thought as to whether there should be statutory prohibitilon 
of horizontal rate increases? 

A. No, we didn't consider that as a propos- 
ition. Some statutory provision might be required to 
implement the kind of recommendations we are making, 
but we hadn't considered it in this sense of a particula 
form of statutory prohibition. 

Q. You think the question should essentially 
be left to the Board to determine, do you? 

A. Well, as I explained earlier, I am not 
Clear as to how the thing should be done, but if you fin 
as a matter of public policy that you got into the field 
of saying, "We will give some assistance to the railways 
in some particular form, and tmt we give it for such 
and such reasons and on the understanding that such 
and such things will be done", then you have a situation 
that must be reviewed, criteria that must be set, 
arrangements that must be made. I am not at all clear 
these should all be through the Board, They have 
implications for rate-making too. Whether it should 
be done through statutory means -- we haven't really 


considered that. 
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| Q. I just wondered. It is not an essential 
point. You are dealing mainly with principles, and I am 
getting into the institutional fields and that. 4s perhaps 
not quite fair. 

The sentence following that is interesting, in 
raising this question: You talk about the government 
taking comprehensively into account the policy of pro- 
motion and assistance in improvement of transportation 
service of all kinds in the national interest. Do you 
feel the government, in taking comprehensively into 
account, should apply the same principles to all forms 
of transportation? 

A. Well, we didn't put it like that, and the 
reason we didn't put it like tmt is because we think it 
must be taken comprehensively into account, but there 
are many considerations to be taken into account -- not 
Just economic and political -- very eleanly; One way 
of taking it into account is simply to say, as is done 
now, that we can do nothing about it, but it still has 
to be taken into account. I think this is our point, 
that there is no necessary implication of national 
regulation. 

Q@. When you take comprehensively into account, 
would that have implications of public investment -- let 
me elucidate: Taking comprehensively into account other 
forms of transportation, when you devise a national highway 
policy, might lead you to the point where you might not 
advocate the construction of such and such a stretch of 
highway because that section of the country is already 
Served by other means of transportation. Is that what 


you mean by taking comprehensively into account? 
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2 A. Yes, that is what I mean. 

3 Q. And, vice versa, I suppose you can allow 
the abandonment of certain railway lines because public 
investment had provided Suitable alternatives? 

. | A. That is correct. 

6 Q. I think you have already dealt with this 

7 


but I want to be sure we have covered it, In paragraph 

8| 90, on page 34, you talk about federal government financi ax 
9]| assistance to the railways, and I wondered whether you 

10 had given any consideration as to what form that 


assistance should take; whether it should be an outright 


1 

esift, low interest loans or free interest loans? Had 

E your thinking gone that far? 

‘ A. No, our thinking on this had gone this far, 
that we think that under the circumstances in which the 

15 


railways operate, and what I believe they would freely 
16] admit, is the need for continuing modernization and 

17| continued application of capital to their operations, 
18 Our point is that in some form assistance in obtaining 


this capital might very well be justified. This would 


19 
depend, of course, upon the whole complex of consideration 
20 ’ 
that we have outlined, how much we thought was needed in 
21 


the way of assistance. Assistance of one per cent on 
22! an interest rate would be very much less than the outright 
23] grant of the capital, for example. But, that, dis.the 
24) Principle involved. We think that, in principle, under 
95|| the conditions we are on, you want to avoid further 
increases in rates; that where you certainly want to avoid 
any Suggestion that some hypothetical high level of earnings 


. * s ! 
18 necessary for railway modernization, we don't accept 
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2| this asa proposition -- that perhaps the capital should 
3], be provided. 


4 Q. Is there any connection beween this 
Suggestion and the Suggestion made earlier that there 

should be no horizontal increases for a period of years? 
P A. On, yes, of course, there is a connection. 
: Q. I have one more question, and that relates 
8 


to paragraph 94 on page 35, where you say that the airlines 
9 have taken over some of the functions of the transcontin- 


10] ental passenger operation, and then you say, 


11 pee they cannot by any means, we think, adequately 

2 Paltili them ali." 

13 Addressing yourself strictly to the transcontinental 
passenger function, why do you think that the airlines 

‘a cannot fulfill all of the functions presently undertaken 

is by the railways? 

16 A. Well, of course, I think that we are not 


17| making a very substantial point here. I think we were 
1g thinking of the fact that there are some advantages in 
19 that form of transportation for some individuals, and 


that there are certain really essentially cultural and 


4 tourist advantages in continuing this system. However, 
4 we would freely grant -- and perhaps, conceivably, some 

a defence advantages in having the system operational. 

#8 But, these may not very well be governing considerations 
44) for maintaining the system. ‘I don't think we would try 


25 and maintain that they were, and our essential point in 
26] Connection with this is again, of course, simply that 
| this is not a matter essentially of agricultural policy, 


or of our policy. Our point was, if they are kept for 
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reasons of public policy, 


assistance. 


THE CHAIRMAN: 


Kirk 10294 
(Mann ) 


the deficits Should be met by 


Thank you very much, Mr. Kirk, 
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SUBMISSION OF 
CANADA AND DOMINION SUGAR COMPANY LIMITED 


Appearances: 


Mr. M. W. Davidson, Vice-President 


Mr. C. A. Wilson, General Traffic Manager 


THE CHAIRMAN: Yes, Mr. Davidson? 
MR. DAVIDSON: Mr. Chairman, my name is 
M. W. Davidson, and I am Vice-President of Canadian 
Dominion Sugar, and I am accompanied in this presentation 
by Mr. C. A. Wilson, our General Traffic Manager. We 
are not represented by counsel, Mr. Chairman, and we are 
prepared to endure cross-examination. Contrary to many 
of the briefs presented, ours is a particular: We are 
mainly concerned with our company's competitive position, 
and how the freight rates affect that position. Al- 
though our appearance here today, Mr. Chairman, has been 
inspired by proposals that have been made by one of our 
competitors -- Acadia Atlantic Sugar -- proposals which 
we feel we must oppose, we would like to make it very 
clear that we bear no rancour towards our competitor. 
We would merely like to state our side of the case, as 
their proposals bear on our company. The Atlantic 
Sugar is a prospering and well-established company, and 
we hope their competition will last for a long time 


because we certainly find it very stimulating. 
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ye. On November 10, 1959, Acadia Atlantic Sugar 
Refineries Ltd. proposed to this Commission that the 

30 per cent subvention under the MFRA be increased to 
100 per cent. The company argued that it is typical of 
maritime industry, and that it is operating under a 
"tremendous disadvantage", and needs this extra subsidiza 
tion to get into the central Canada market, 

=a “We wish to show that the Atlantic Sugar 
Refineries Ltd is not representative of maritime indus- 
try in general, that it has been successful in escaping - 
in a large measure successive freight rate increases 
authorized generally within the maritime provinces, 

that it has certain distinct advantages of location, 

and is now actively competitive in central Canadian 
markets. Thus, a hundred per cent subvention would be 
disastrous to central Canadian refineries, and 

indeed the present 30 per cent subvention has been 
damaging in the way it has been administered, According- 
ly, we propose a somewhat different form of administerin 
Such subventions. 

a Our company's decision to make this 
presentation to your Commission can be summed up in a 
quotation from a speech recently made by C.P.R. Presiden 
Mr. N. R. Crump. In this: he said, “°..« *« in the field 
of transportation, the market mechanism has not been 
allowed to work in the full measure of its effectiveness 
and to put transportation in orbit from an economic 
meee Potnt aye reliance should be given to market 


forces and less to arbitrary decisions of government. . .| . 
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You cannot blame a company for complaining when it is 
taxed to help pay for a subsidy to its competitor # 


("Canadian Transportation," December 1959, p. Bon) 


Canada and Dominion Sugar Company Limited: 

h Our company is the oldest and largest sugar 
refining company in Canada. Our cane refining division 
consists of two refineries in Montreal and Toronto, and 
our beet sugar division invludes two factories at 
Chatham and Wallaceburg, Ontario, Beet sugar operations 
involve five to six thousand sugar beet families who 
include this crop in their rotation in S.W. Ontario, and 
the company distributes about $10,000,000 annually in 
that section of the province, from its beet sugar 
division alone. Our largest cane and beet sugar markets 
are in Ontario and Quebec, although we sell from 
Saskatchewan to Newfoundland. 

ae We spent nearly $1,200,000 in 1958 in. railway 
freight. 

Acadia-Atlantic Sugar Refineries Limited: 

6. The Atlantic Sugar Refinery, located in Saint 
John, N.B., is the operating subsidiary of Acadia- 
Atlantic Sugar Refineries. It has a protected market 
in the maritimes for 100 million pounds refined sugar 
annually, including several confectionery and canning 
companies which send their products into central 

Canada. However, Atlantic Sugar sends most of its 
refined sugar into central Canada, 70 per cent of its 


Output being marketed in Quebec and Ontario. 
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Location Factors; 

Ce Before comparing refined sugar freight rates, 
there are several advantages which the Saint John re- 
finer enjoys over its central Canadian competitors, 
Detailed calculations and explanations of the methods 
used in arriving at the following briefly-stated re- 
sults are attached as appendices, An estimated annual 
raw sugar melt of 200,000 long tons at Saint John is 
the basis for these figures, 

(a) The Saint John refinery has a shorter sea 
haul for its raw cane sugar; e.g. Saint John 
is 800 sea miles closer to Kingston, Jamaica 
than is Montreal, It is estimated that the 
water freight saving to the Saint John refiner 
(compared to Montreal competitors) is at 
least 4 cents per 100 pounds or $180,000 per 
year, See Appendix "A", (We estimate the 
Saint John refinery's raw sugar freight saving 
over its Toronto competitor is 10 cents to 
15 cents per 100 pounds. ) 

(b ) Saint John receives raw sugar throughout the 
year, whereas Montreal (and Toronto) refineries 
must bring in their year's supply during the 
summer, suffer the added expense of millions 
of dollars tied up in huge inventories of 
raw sugar, and the construction and maintenance 
of storage facilities for the winter. Since 
the quantities of sugar processed are enormous, 


this added expense is significant. We 
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estimate it at 5 cents per 100 pounds, or an 
aggregate of $230,000 per year, for all raw 
sugar used over the year, See Appendix "B", 

(¢) According to DBS, wage rates are lower in 
Saint John than in Montreal (or Toronto), 
These figures Suggest labour costs in the 
Saint John refinery are at least 20 cents 
per hour cheaper than in the Montreal re- 
finery (25 cents per hour cheaper than in 
Toronto), In terms of 100 pounds of sugar 
these savings are equivalent to 7 cents 
below Montreal (9 cents compared to Toronto), 
see Appendix "c"., 

(a) Municipal taxes for the Saint John refinery 
are fixed by statute at extremely low levels, 
and are a fraction of those contributed 
by competitive Canadian refineries to 
municipalities in Montreal and Toronto. See 
Appendix "D", We estimate Saint John is 2 
cents per 100 pounds better off than its 
Montreal opposition (7 cents better than 
Toronto). 

8. In summary, the aggregate of Saint John 
refinery's location advantages is at least 
$830,000 per year, and per 100 pounds is 
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Saint John Compared to Compared to 
Advantages Montreal Toronto 
Refinery Refinery 


(in cents per 100 lbs. sugar) 


Less ocean freight on raws 4 10. to 15 
No winter raw storage 5 5 
Lower wage rates 7 9 
Fixed municipal taxes 2 i 
Total _18 31 to 36 
9. There are probably other advantages that 


have not been surveyed, but these few clearly show the 
Saint John sugar refinery has substantial benefits 
because of its location, and hence should be able to 
absorb some extra freight into central Canadian markets. 
Conversely, the Montreal refinery is blocked from 
effectively competing in the maritimes, because the 
combination of higher costs and discriminating freight 
Subsidies, necessitates overwhelming absorptions by 

the central Canadian manufacturer. It is not sur- 
prising there is active competition in Ontario and 
Quebec, but a dearth of it in the maritimes. For 
maritime consumers, this can be an unfortunate state 

of affairs. 

Ds From the standpoint of the maritime economy, 
it is encouraging to note that, even without freight 
rate assistance, location attractions assure a con~ 
tinuing and flourishing maritime sugar refinery. This 
is important to their local food industries, for we 
submit they need never be afraid of losing a maritime 


source of supply from a sugar refinery located on the 
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year-round port of Saint John or Halifax. 

aeL*, To this Commission the Saint John Refinery 
has alleged a "tremendous disadvantae" in freight 

costs in competing in central Canada, but has not given 
any actual rates. We shall now prove that the central 
Canadian refiners have been stripped of any, overall, 
freight preference that existed at one time because 

of their geographical position. 

Changes in Refined Sugar Freight Rates Since 1948; 

2% By far the most important points where the 
Saint John and Montreal refineries sell sugar, are 

the big centres in Ontario and Quebec. Since 1948, 
rate changes for refined sugar shipped to these centres 
show that while the Saint John average rates have 
actually decreased three per cent (Appendix "E"), 
Montreal refinery rates have increased by 46 per 

cent (Appendix "F'). The above gives some indication 
that the Montreal refinery has not been favoured in 
nearly the same measure as Saint John over the last 
twelve years. 

36 Neither has the Saint John refinery's history 
of rate changes in this period been typical of maritime 
shippers. In 1958 only 39 per cent of carloads shipped 
from the maritimes to Canadian destinations under MFRA, 
moved under competitive rates and agreed charges. 

(See Appendix "I"). This means,we assume,61 per cent 
of the cars were shipped under non-competitive or 

class rates, and were faced with horizontal freight 


rate increases since April 1948 totalling up to Liz 
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per cent. 

1h. The Saint John refinery has done extraordinaril 
well in the 194€-1960 period, and we are compelled to 
conclude, their experience with freight rates has not 
been indicative of maritime shippers generally. The 
burden of horizontal increases has not been equitably 
distributed in the maritimes, 


Freight Rates for Refined Sugar, 
Saint John vs Montreal: 


L's At some length we shall first deal with the 
seven largest, key centres in Ontario and Quebec, We 
will then document average rates in other territories 
where the Saint John refinery and our company vie for 
business, All rates are in cents per 100 pounds 
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RATES T@ LARGE CENTRES 
_—<——— NE 


(a) To Windsor, Ontario: 


From Sept .15/48 Jan. 1/60 Inc.+ or Dec. - 
Rate Rate 

mee SS Se ee 
Saint John $ .50 av. $ .61 av. oe ee 
Montreal Ady «02 + .18 

_— 
Apparent 
advantage 
for M. .06 Bee = eeu L 


The advantage enjoyed by the Montreal refiner 
twelve years ago has been reversed in favour of Saint 
John. 

(b) To London, Ontario: 


From Sept ./48 Rate Jan./60 Rate Inc.+ or Dec.- 


Saint John $ .44 (av.) *S .60R(aw.) + $ .16 


Montreal 30 258 + .26 
Apparent 
advantage 

for fe AS ms <Ue 


*¥The Saint John rate to London now includes free 
‘delivery, reported to be equivalent to 15 cents, 
So the Saint John rate is, in fact,,13 cents 
cheaper than that from Montreal. 


(c) To Hamilton, Ontario: 


From Sep/48 Rate Jan/60 Rate Inc.+ or Dee.- 
Saint John §$ .42 av.S  $ .43 + $ .01 
Montreal “ee us 39 av. + a tag 
Apparent 

advantage 

for M. Or Sa MaO4 
Saint John wo WwW 43 - “05 
Montreal of W .39 av. - .02 


Apparent ad- 
vantage for M. .07 W M..O4 
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(ad) To Toronto: 


From Sep/48 Rate Jan/60 Rate Inc.+ or Dec.- 


Saint John $ 42av. S $ .39 -$ .03 


Montreal roe S oO oav ro gilay 


ence 


Apparent ad- 


vantage for M..20 S 8.J..004 
Saint John 48 W 239 - .09 
Montreal Al W 39 av. - .02 


Apparent ad- 
vantage for M..07 Wo Ded. 2 OU 


(e) to Ottawa: 
From Sep/48 Rate Jan/60 Rate Inc.+ or Dec.- 
Saint John $ .42 av. So uc7T ay. -$ .05 


Montreal elo AV. 33 av. Sats I 


Apparent ad- 
vantage for M..26 M..O4 


This poirm has seen a drastic reduction in 
favour of the Saint John refinery over Montreal. 
(f£) to Montreal: 
From Sep/48 Rate Jan/60 Rate Inc.+ or Dec.- 
Beant John -$.37 av. $.255 av. -$.113 
*The Saint John rate is applicable on shipments to 
railway private sidings. Montreal refiners have 
expenses around 18 cents higher than Saint John's, 
and when the local delivery charge from refinery to 


co 


customer in Montreal, equivalent to 7 cents, is 


* 4 7 elaglars i 
included, Saint John is on a fully competitive basis 


even in Montreal. 
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(g) To Quebec City: 


From Sep/48 Rate Dec/59 Rate 


Saint John $ive 362 avs Sig 5. nar, ~$e 511 


Inc.+ or Dec, 


Montreal s133.av. 2lsau + O74 


Apparent ad- 
vantage for M. .223 M..O4 


THE CHAIRMAN: These decreases are as a result 
of agreed charges? 

MR. DAVIDSON: Yes. 
16. SUMMARY OF RATES TO LARGE CENTRES: For 
purposes of comparison, a simple average of above rates 
has been calculated. The apparent freight advantage of 
the Montreal refiner is only an average of 14 cents - 
a negligible figure - on shipments to Windsor, London, 
Hamilton, Toronto, Ottawa, Quebec City. We say an 
"apparent" freight advantage because, when the Montreal 
refinery's added expenses of 18 cents are included in 
this calculation (see paragraph 8), the over-all costs 
are stacked appreciably in favour of Saint John. The 
maritime refinery has lower expenses because of its loc- 
ation, and is able to transport its refined product to 
the principal central Canadian markets at virtually the 
same freight rates as Montreal, 473 miles west of Saint 
John. The Saint John rates are agreéd charges with no 
escalator clause, and therefore not subject to any 
"horizontal" freight rate increase, except through 
negotiation. 
a TO SMALLER ONTARIO POINTS. We estimate the 
Saint John refinery absorbs at most 10 cents per 100 


pounds refined sugar in meeting Montreal competition 
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at smaller Ontario points, This is accomplished by 
routing traffic by rail to Toronto at 354 cents from 
Saint John and reshipping from there to destination by 
truck, With this procedure, the cost is within 10 
cents of the cheapest rail rate from Montreal, This 
amount is more than offset by the location advantages 
mentioned in previous section. 

Ne; Atlantic Provinces. In appendix "4" 16 
points to which both the Saint John refinery and Cand 

D sugar have published rates to Newfoundland are 
compared, Here the Montreal refiner has an apperent 
disadvantage of 11 cents per 100 pounds average, in 
meeting Saint John competition. Our company's apparent 
absorption to points in Quebec and New Brunswick within 
the select territory is 15 cents average (see appendix 
"H"), the highest average in eastern Canada, according to 
our calculation. If our Montreal refinery's added costs 
are included, actual absorption for us in Newfoundland 
and maritimes is 29 and 33 cents respectively, and this 


1s a lot of money in the sugar business. 


Lo To review, apparent and actual advantages are: 
Area Apparent Advantage 
ror rer Ec 4 
100 lbs 100 lbs 
F- i Pal aby 
Large Centres Montreal 01s Bide 164 
1 ( 
Smaller Ont.Points Montrea? 10 Sade 8 
~ ple 
Newfoundland Bale a Sade 29 
- "i 4 i pe 
Maritimes ee 15 Bats Fok 


c) ant 
*Including Saint John location advantage of 16 cents. 


«Nd bedetiqnoses ef stat . Oo” sa Bi 
chow aoe st esor® seem —— 
yd notdsrtteeb of ered? wort meron 
Of atdtiw st feoo edd <esbesd'd Bitdd aout £ 
ate? .[sertaol mort ots List “daeqsedo | 
wane netiscot edt yd deatto madt 
kev OER se | 
dr’ p" xtbascqs at  .seontvort senses nl | 
bne 9 bas Yroattes aslot dates add Htod sett of 
ons bast snvotwell of ade betiattdng ovat 
dressqgs as aac contort ‘LsetsooM oid ore OD 
at ,oastevs abnuvog COOL T9q egies If 20 <a 
jnotsage e'ynscmcs «WO notsiteqmnos ‘tito gnts@ gat ) 
nttdiw volwancsé wot bre sedeuy ak atitoq oF noxdqioed 
xibasg¢e con) egetéveeynée @f Gt” quovtinied goer saved! 
jod palittecss .sbsis0 mistese af egeTovs Jesrgid ent sy , 
ndeoo bebbs ey rent ter Lsottdon tuo ‘tI smotest | 
bralhave ive af ey wt notaqroads feutos obritenk's 
atdt bas Ylovissequet ati6o € bases ‘ab aomtttvam 


— 


a <5. 


.eeeatsud wsgva odd al yonon to tol #& ait, 
:ets vogbdnavbs favtes bas Jrewags .Welvet oT = 
Jf a) val 

WA Siss A — 


"0 i, 
sical pul, OL em’ } wen 
#OL Ge. $10. {eettaom asta 8 
80 b.% OL , LsertaoMt atato®.tno tea 
Pe £¢ ob. bar lbasso’ we 


ad te ar (6 b.e gomi dns 


‘ty - 


.etaes GL Yo agetravbs nohtasok afl datse (antbhuls 9 2 


or | 
| sae 


ANGUS, STONEHOUSE & CO. LTD. Davidson 10310 


TORONTO, ONTARIO 


20% According to the Atlantic sugar brief, 70 per 
cent of its sales (roughly 280 million pounds) are made 
in central Canada, and Subventions paid by the governmen 
under M. F. R. A. on this traffic amount to $200,000 
annually. We estimate this Subsidy averages 7 cents 
per 100 pounds, The maritime refinery has not proven 
need for a 30 per cent Subvention, and certainly cannot 
Ssubstarctiate claim for 100 per cent. Such an increase 
would bring Saint John's average subsidy to 23 cents 
per 100 povniis of fine sugar on movements to central 
Canada. 
Alig Proof of Saint John refinery's success com- 
peting in the central Canadian market is that it has 
recently completed refinery expansion worth $6 million. 
Its operating profits in 1957 and 1958 were $3.9 million 
and $3.6 million respectively, two of the best years 
in the company's history. 
100% SUBSIDY 
22% From detailed facts, as we have presented them, 
we are compelled to submit, in contrast to the Saint 
John refinery's brief, that their company is not 
representative of maritime industry; that it has not 
suffered the increase in freight rates that other marit- 
ime industries have; that it has certain distinct advan- 
tages of location, and is even now actively competitive 
in central Canada. M. F. R. A. subsidy, if increased to 
100 per cent, would be disastrous to central Canadian 
refiners. To us there seems to be an uneconomic limit 
to such help, especially coming out of taxes from competin 
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2) TWO ACTS PRODUCT UNINTENDED RESULTS 
a ee alate aa erent cameras ee 


3 23: The present freight rate anom@ély is the result 
; of a combination of two forces, legislated for different - 
purposes, and fused together to produce results never 
; envisioned when each of the acts wag passed, We are 

6 


referring to the M. F. R. A. and the agreed charges legis 
7! lation. 
S| 6 (a) The M. F. R. A. passed in 1927, wag designed 
9| to equalize freight rate increases at that time for the 
10| maritimes and central Canada, and to give maritimers 


certain statutory advantages within the select terri- 


il 
re tory. The 20 per cent subsidy reduced the maritime - 
increased rates, based on the year 1912, from 192 per cen 
13 
to 155 per cent. This made net maritime increases com- 
14 


parable with the 155 per cent index for the rest of 
1S! canada. (See Turgeon Report, Feb. 9, 1951, pp.234.) 


16/ The Duncan Commission (Sec. ll, para. 2) observed that this 


17| “measuring, once and for all, . . . should not be quali- 
18 fied or delayed by minor criticisms." The Turgeon 
” Commission (pp.234 and 236) said "a change in the 20 

per cent reduction would be an unwise departure from the 
% theory employed by the Duncan Commission..." that the 
21 


20 per cent subsidy was “once and for all to fulfill 

22 Confederation promises, and it has performed and continue 
23] to perform the functions for which it was designed." 

24] Since 1951 the subsidy has been increased to 30 per cent. 
25| We can't help but feel if it was doing a good job then, 
96| it must be doing a better one in 1960. 

(b) Agreed charge legislation was passed in 1938 

to cope with competition from trucks which started after 


| passage of M. F. R. A. 
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24, So far as refined sugar movements are concer- 
ned, present conditions have far exceeded intentions of 
the Duncan Report, M. F. R, A., and the Turgeon Report. 
The potential expense of moving refined Sugar an added 
473 Saag to Ontario and Quebec has dissipated under the 
combined assistance of M. F. R. A. and agreed charges. 

A sugar refiner in Toronto or Montreal who planned and 
built in the heart of heavily populated areas may find 
his investments threatened overnight by arbitrary changes 
in his competitors! freight rates. 

25% In 1947 Canada and Dominion Sugar Company 
began to plan a second Redpath Sugar refinery at Toronto, 
Which would be capable of supplying the company's share 
of 1ts market in the Oshawa-Toronto-Niagara area as the 
population developed. 

I think the choice of the word "share" is 
unfortunate from the standpoint of restrictive trade 
practices, Mr. Chairman, but I think the Board will 
understand what we mean. 

MR. SINCLALR: We certainly do. 

MR. DAVIDSON: We purchased property in 1951, 

a refined warehouse was built as the first stage of its 
development in 1955, and we started erecting the refinery 
proper in 1957. Shortly after construction started, 
the Saint John refinery negotiated agreed charges in 

1956 to Ontario and Quebec points, and the M. F. R. 
Subsidy was increased from 20 to 30 per cent in 1957. 
This radically changed our assessment of location factors 
which in large measure made us decide to build our second 


refinery in Toronto at a cost of $15 million. 
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26. When MFRA was passed truck competition, as we 
know it today, did not exist, and therefore it is not 
surprising subsidies were limited to railway carriers, 
But things have changed, We have a labyrinth of truck 
carriers unable to collect any subsidy on movements 
originating in the maritimes. 

eis In our opinion, there is grave question 
whether the Maritime Freight Rates Act Subsidy should 
include payment on competitive rates and agreed charges, 
The “bridge” subsidy (section 468 of the Railway Act) 
and the "emergency" subsidy (Freight Rate Reduction 

Act, 1959) are applied only to non-competitive rates, 
the primary purpose being to relieve shippers who have 
longer hauls because of their locations, By direction 
of the Board of Transport Commissioners in the first 
instance, and by statute in the second, application of 
these subsidies has been withheld from competitive 
rates. It was felt that to utilize a subsidy to reduce 
freight rates of shippers who receive the benefit of 
lower rates to meet competition of other carrier agen- 
cies, would be uneconomic employment of public funds. 
THE CHAIRMAN: We will adjourn for five 


minutes, 


---Short recess, 


MR. DAVIDSON: Before I resume reading, Mr. 
Chairman, you asked me a question which I answered in- 
adequately, I am afraid. You asked if these rates on 


pages 6 and 7 had decreased because of agreed charges, 
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and I answered Yes, The answer is still good, except 
that it should have been augmented by also referring 
to the Maritime Freight Rates subsidy. 

THE CHAIRMAN: Yeu, The agreed charges, 


what dates were they? Were they recent or old ones? 


C. A. WILSON, called 
MR. WILSON: There has been a change since 
that time. In other words, the Maritime Freight Rates 
Act subsidy was increased from 20 per cent to 30 per 


cent, which lowered them there. It is a combination of 


the two. 
MR, COOPER: We have them here, Mr. Chairman, 
MR, McDONALD: December 20th, 1956. 
MR, DAVIDSON: yes, ACT-03, December 20th, 
1956. 


I will resume at paragraph 28, Mr. Chairman. 
This Commission may wish to examine whether, 
in applying Maritime freight rates subsidies to com- 
petitive rates or agreed charges, established by railways 
to compete with other carrier agencies, the spirit of thi 
legislation is being transgressed, and results in un- 
warranted dispersion of public funds. In such ecir- 
cumstances, not only does the subsidy now unduly preju- 
dice the competitive position of carerefiners at 
Montreal and the beet sugar industry in S.W. Ontario 
but it operates against those maritime carriers, both 
truck and steamship services who do not receive a 


government subvention. 


29. A revision to bring up to date the Maritime 
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i 

; Freight Rates Act could be a boon to those maritime 

; shippers who are responsible, as we see it, for the 

7 majority of carloads originating in this area, It can 
; be assumed these shippers are carrying more than their 

‘ share of the burden of increased railway costs, 

: through horizontal increases, If an aggregate maximum 
- amount penid be made available to subsidize only that 

; westward traffic, moving from the select area on non- 

i competitive and class rates, Shippers presently 

2 responsible for 61 per cent of the carload traffic 

* could be aided more than they are now, Increased non- 
13 competitive and class rate traffic could materially 

1d assist the maritime provinces, and perhaps produce more 
15 traffic for the railway at remunerative levels, At 

16 the same time competitive-rated and agreed charge 

7 traffic proceeding into central Canada would not be 

18 subsidized, because these rates are published to meet 

19 competition from other carriers not receiving M.F.R.A. 

20 Railways would be assured of a set amount of subsidy 

ot revenue to cover costs, under a similar arrangement as 

r the "bridge" subsidy. 

93 30, Competitive rates would stand on their own feet 
24 a8 was originally intended, without expense to the tax 

25 payer. The railways subscribe to this philosophy, for on 
96| June 28, 1955, Mr. Hugh O'Donnell, Q.C. submitted views o 
27 the C.N.R. to the Standing Committee on Railways, 

9g| Canals and Telegraph Lines as follows: 

4 “The railways take the position here in 


Canada that competition should be the regulator. . 
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The public will get the benefit of the lower rate 
that is provided by the competitor , , i 
Mr. John L. O'Brien, Q.C. spoke for the C.PeRetat 
the same session, 
"The railways now... are being given 
only one thing (under Agreed Charges) and that 
is the right to go out and bargain with the 
BuIppenKNw As f! 
Conclusions: 
EES We are appearing here today, Mr. Chairman, 
to strongly oppose the arguments used in the brief 
presented to this Commission by the Acadia-Atlantic 
Sugar Refineries Ltd last November. They request 
an increase in the M.F.R.A. subsidy into the central 
Canada market -- indeed a very substantial increase, 
more than tripling the present subsidy, or just equal 
to five times the amount of subsidy recommended by 
the previous Royal Commission, 
pas We have endeavoured to show that the Saint 
John refinery is now competitive in the main market 
of central Canada, so that any increase in the railway 
Subsidy they receive would be unfair to the refiners 
located in the central provinces. 
33. We would go so far as to argue that the 
previous increase from 20 per cent to 30 per cent of 
the "barrier cost" was contrary to the recommendation of 
the previous Royal Commission on Transportation, 
and hence bountiful. The Saint John refinery, which 


has certain natural advantages of location explained 
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above, has taken advantage of these transportation 
subsidies, and gone even further, It has obtained 
lower agreed charges into central Canada, rates set 
deliberately and precisely as competitive rates, But 
these charges are further lowered by M.F.R.A. subsidies 
at a generous rate of 30 per cent. The Saint John 
Sugar traffic has fared much better than the major 

part of M.F.R.A. traffic. 

34. We submit that the Saint John refinery has 
been treated very well, as evidenced by the fact that 
70 per cent of its current production is being shipped 
into central Canada. Any increase in subsidy of the 
Saint John sugar transportation costs into Central 
Canada is surely not called for, and a large increase 
in the subsidy would seem to be preposterous. 

55% If we may make a positive recommendation, we 
Should argue that the main cause of the trouble is the 
application of M.F.R.A. subsidy to agreed charges. 

This seems to be an illogical extension of the original 
motives of M.F.R.A. and Agreed Charge legislation. 

It implies the subsidization of rates that were original 
ly set to be competitive, and hence does more than 
overcome the transportation barrier, and results in 
unfair competition to refiners in central Canada. It 
is especially unfair in that central Canada refiners 
are themselves paying, in part, through their taxes, 
for the undue subsidization of their competitors. 

36. Lastly, we recommend that those maritime ship- 


pers who appear to need transportation subsidy most, are 
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those paying non-competitive rates on 61 per cent of 
all traffic moving under M.F.R.A. Although we have 
tried to restrict our submission to the field we know 
best, viz, sugar, we are inclined to believe an aggre- 
gate maximum subsidy made available under a revised 
M.F.R.A., and limited to movements under non-competitive 
and class rates originating in the Maritimes, could be 
of tremendous help to those shippers and the maritime 


economy generally. 
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Appendix nan 


RE WATER FREIGHT RATES FOR RAW SUGAR 
en i AW UGA 


1. Prior to January 1959, steamship lines moving 
raw sugar from the West Indies and British Guiana were 
associated in a "conference." This "conference 
guaranteed the West Indies' shippers that they would lay 
down raw sugar on a c.i.f. basis at Saint John four cents 
per 100 pounds less than at Montreal, because of the 
shorter distance, 

2% The maritime refinery vigorously objected to 
this fixed differential, claiming it was one of the 
reasons why it was being "pushed" out of the maritimes, 
(See speech by Mr. A. B. Hill, President, Acadia-Atlantic 
Sugar Company, Saint John, January 26, 1958.) The Saint 
John refinery boycotted B.W.I. sugar in 1958, to em- 
phasize its point, and replaced this source with 100,000 
tons of Cuban raw sugar, for which they had to pay a 
premium (estimated to be close to $150,000). 

3 At Atlantic Sugar's request "conference" 
shipping rates were disbanded more than a year ago, and 
now each refiner can arrange its own charters. 

4, From this background information it can only 
be assumed from claims made by Atlantic Sugar prior to 
January 1959, that the average raw sugar freight to 
Saint John is now more than four cents cheaper than the 
average freight to Montreal. It may well be appre- 


clably more, 
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St. Lawrence Seaway to accurately compare average raw 
sugar shipping rates to Toronto, and to Saint John. 
The St. Lawrence Seaway Authority, under legislation 
which created it, has to collect adequate tolls over the 
next fifty years to pay for: the cost of building, 
interest on borrowings, the expense of operating and 
maintaining canals and works. It will be some time 
before the Authority or the shipping lines can make 
accurate costs, ultimately paid by such importers 

as C and D Sugar. 

6. In the immediate future we estimate our com- 
pany will have to pay an additional 10 to 15 cents per 
100 pounds to float raw sugar beyond Saint John to 


Toronto. 
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Appendix Hpu 


RE WINTER RAW SUGAR STORAGE COSTS 


i; If the maritime sugar refinery were located 
in Montreal instead of Saint John, and had to provide 
for raw sugar storage during the winter freeze-up, 
additional costs involved can be estimated using the 
following assumptions: 

(a) Being on a year-round port, and receiving 40 
cargoes of raw sugar annually (see Atlantic 
Sugar Company brief to Royal Commission, 

p. 9), it is only necessary for the Saint 
John refiner to store a maximum of one months! 
supply of raw sugar. 

(db) Montreal port is frozen in five months each 
year. Excess storage involved if located in 
Montreal would be a four months! or 18 weeks! 
supply. 

(c) With long experience in building storage 
facilities our company computes the average 
cost for raw sugar storage at $60 per long 
ton. 

(da) Estimated requirements of Saint John refiner 
are 4,000 long tons per week or 72,000 tons 
for 18 weeks. 

(@) Since there would be a diminishing balance 
of raw sugar stocks during this interval, 
interest on inventory has been calculated on a 


average of 36,000 long tons. 


7 = 
n 
Te 


v¢ 7 a ” 8 ae ; iy : 
: _ - St eal j iy ; eS > on a 


ebtyvorq ‘atcha tes (eno dnbad*to"bsevend fi 
<qseneed? tedniw edg vines 
ond goitew bsdaniias od nso bevfovar atedo 
.. ganolsamesds gniw 
O8 gabvieser bas .g10¢ nepoeteat 8 no’ gited ' (1s) 
otdn@29A 998) ylLaunns tagua wer to: avoptso! 6h zi 
wotentamnod {eyon of Yelud yasqmod tagve  — ” > ua! 
seikae ond rol yrscesosn yIno abst esq 3 - 
iedvnom sno Yo mumixsn & erode od renk ted fmiet (lie gna 
Tague wet To-yLqquer we q ONT 


(| i989 eddnom avi? at nesott at dxog LsetdaoM ofdyest | 


7 7 a" 
uf betscol tf bevfovnt egetote easoxd  .189y eo 
'eyesw BL to ‘edidnom iv0o? s od biuow IserdnoM ‘i ei 

. ee 
-ylqdue view 


eygerTote anibiiud mt eonetreqxe gnof Atiw (2) 
Sssievs sat estuqmoo ynagmoo ivo eslsti[tost | 
| aol r9q 06% ge OgsTOts IsgWe wet 101 Jeoo a 
10g ak ay 
~onitex anol tnts@ to atnsmeriups: Dbestsmtsed 
anot 000. SY to #eew %9q anos snot 000, ors 
oe 7 -adeew BL x02 
sonsisd aatdetaimib s ed bluow erect sonte 
levretat aint gniaub exoote itsgva wet to — 
$ fo beisluo{ss need est yrotsevat no taerednt 
.900d ghol 000.3 to sgsieva - 


= 4a | : =? Da i ak 


ANGUS, STONEHOUSE & CO. LTD. Davidson LOse5 


TORONTO, ONTARIO 


Appendix "B" (cont'd) 


ve Depreciation on raw sugar facility --- 
5% x $60 x 72,000 tons x 4/12 = $72,000 
a; Interest on capital invested in raw 


sugar facility --- 
Ox $60 x 72,000 tons x 4/12 = 86,400 
3% Interest on value of raw sugar 


stock (sugar taken at cost of 
$100 per long ton) ... 


6% x $7,200,000 x 4/12 = 72,000 

Total cost of winter storage --- $ 230,400 
5.1¢ per 
100 lbs. 


ee KEN Ck 


The Montreal refiner is forced to take a 
position on the volatile world sugar market over the 
winter months, Inventory losses on a falling market 
can be substantial. Last year the spot price on 
November 1, 1958, (close of navigation) was 3.40 cents 
per pound, On April 1, 1959, the spot price was 
2.94 cents per pound. The loss to a Montreal 
refiner on an inventory of 20,000 long tons would be 


$206, 080.00. 
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: Appendix *c* 

RE COMPARISON OF SUGAR REFINERY WAGES 

3 

i oan The following is an estimate of how much more 

5 it would cost in wages if the present Saint John refinery 
6 were in Montreal. 

7 a Following assumptions are made: 

‘ (a) Number of employees -- 800, (See Atlantic Brief 
9 to Commission, p. 9.) 

10 (b ) Estimated working hours per employee, per 

1 year = 2,000. 

12 (c) Estimated average hourly rate saving in 

13 Saint John of 20* cents per hour. 

14 Note: * This is conservative because, according to 

15 DBS figures,wages and salaries were 19 per 
16 cent less in Saint John than in Montreal in 

7 June 1959. 

18 3. Saving of 20 cents per hour average represents 
19 a cost advantage for Saint John refinery of 

20 $320,000 annually, which on the basis of 

1 200,000 long tons of sugar is equivalent to 7 cents 

2 per 100 pounds. 

23 x *¥ * * K 

4 Ht The wage cost if the Saint John refinery was i 
25 Toronto would be even more. DBS shows wages and salari¢s 
6 in Toronto in June 1959 were 25% higher than Saint John. 
27 Using a conservative differential of 25¢ per hour, the 

28 saving for the Saint John refiner over Toronto competition 
99| worked out on the above assumptions, would be $400,000 


per year or 9 cents per 100 pounds. 
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Appendix ga i ea 


RE MUNICIPAL TAXES, SAINT JOHN AND MONTREAL 
———— END MONTREAL 


nla Under New Brunswick government legislation 
passed during the Session of 1954, on April 12. 
“Atlantic Sugar Refineries Limited shall pay to the 
City of Saint John for a period of ten years from the 
first day of January 1954, for all taxation purposes 
including water rates but not including school taxes 
the sum of $12,000 in each and every year’. .. For the 
same period of ten years there shall be an annual 
assessed valuation for school purposes of $2,300; 000 (a 
as Replacement value for the Saint John refinery 
today would be around $12,000,000, or 1,000 times the 
fixed amount of property tax. 
3. Property taxes for comparable refinery in 
Montreal would be about $130,000 annually. 
4, Property taxes for the Saint John refinery if 
transposed in Montreal would be $80,000 more each year, 
equivalent to 2 cents per 100 pounds of sugar produced 
by the maritime refiner. 

e* & & Kk K F 
Taxes for a comparable refinery in Toronto are seven 
times those being paid to the municipality of Saint 
John, The Saint John saving is equivalent to around 


7 cents per 100 pounds sugar. 
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Appendix '"E* 
SAINT JOHN REFINED SUGAR FREIGHT RATES 


Comparison of Rates to the Seven Major Markets in Centra 


Canada 
Bulk 
LOM 60M 80M 100M 120M 
Site ie Cefits/ LOO Lbsgs----n2—4 
Montreal, Quebec 
1948 398 328 39W 
1960 al 24 
Windsor, Ontario 
1948 55S 47S 458 53w 
1960 62 60 
London, Ontario 
1948 44S 40s 48w 
1960 61* poe 
Quebec City,P.Q. 
1948 368 325 39W 
1960 26 24 
Hamilton, Ontario 
194 HS 40S 438W 
1960 4oe 434 
Toronto, Ontario 
1948 4S 4OS 48w 
Ottawa, Ontario 
me ols... 41S 398 47W 
1960 DY, 35 


Average rate in i948 - 42.73¢ 


Average rate in 1960 = 41.5¢ 


Decrease in 12-year period = 1.23¢ or 2.88% 


P = Includes: Delivery Service. 


S- Summer Rates, 
W- Winter Rates. 


1960 Rates Agreed Charge no Escalator Clause. 


Sources: 


1948 Tariff Authority Can.Nat.Rlys. 


Tariff 


CM 300-13 effective September 1948, 


1960 Tariff Authority Agreed Charge 


TaArart 203. 
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Appendix 'F" 


MONTREAL REFINED SUGAR FREIGHT RATES 
EE ee re ATO 


Comparison of Rates to the Six Major Markets in Central 
Canada 


30M 4OM 50M 60M 80M 100m 


comer ce 


ltaceateietade ete Cents/100 lbe,-—-.sslencc ete 
Windsor, Ontario 


1948 dy 
1960 62 


London, Ontario 
1948 33 31 
1960 55# 61 


Quebec City, P.Q. 


1948 14 13 
1960 22 20 
Hamilton, Ontario 
194 22s Aw 
1960 48* 37 
St.Lawrence A/C 606 32 3 
Toronto, Ontario 
1948 228 41w 
1960 4Sx 334 4 
St. Lawrence A/C 606 284 3 
Ottawa, Ontario 
1948 15S 17W 
1960 36 30 
Average rate in 1948 - 26.64¢ 
Average rate in 1960 = 39¢ 


Increase in 12 year period - 12.36¢ or 46.40% 


- Summer Rate 

- Winter Rate 

Minimum 90,000 lbs. in bulk 
- Includes Delivery 
Piggyback 


Se Oo = wD 
i] 


Sources; 1948 Tariff Authority Can.Nat.Rlwy. CM 195 
effective September 1948, 


1960 Tariff Authority Can.Nat.Rlwy CM 195 
Agreed Charge 606 
Agreed Charge 460 
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Appendix Nqu 


COMPARISON OF 1960 SAINT JOHN, N,B, AND MONTREAL, REFINED 
SUGAR FREIGHT RATES TO POINTS IN NEWFOUNDLAND 


TO FROM MINIMUM 
30M 60M: 80M 1OOM 
ooeeee Cents/100 1lbs,--- 
Bay Roberts Saint John 72 67 
Montreal 85 80 
Bishop's Falls Saint John 93 
Montreal na 
Bonavista Saint John 78 73 
Montreal 87 82 
Brigus Saint John 72 67 
Montreal 85 80 
Carbonear Saint John 78 as 
Montreal 87 82 
Catalina Saint John 78 
Montreal 87 
Clarenville Saint John 78 73 
Montreal 87 82 
Clarke'sBeach Saint John 72 67 
Montreal 85 80 
Cornerbrook Saint John 70 65 60 
Montreal 80 75 70 
Elliston Saint John 78 73 
Montreal 87 82 
Gander Saint John 109 
Montreal 116 
Grand Falls Saint John LO5 
Montreal Lie 
Harbour Grace Saint John 78 ts 
Montreal 87 82 
Lewisporte Saint John 78 13 
Montreal 87 82 
Port Aux Saint John 68 
Basques Montreal 75 
St.John's Saint John 70 65 60 
Montreal 85 80 75 
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; Appendix "G" (cont'd) 
: Average Saint John Rate - 74,69¢ 
3 Average Montreal Rate - 85.38¢ 


Montreal Refiner's apparent absorption - 10.69¢ 


Sources: Saint John, N.B. Rates Agreed Charge 553 
Montreal, P.Q. Rates Agreed Charge 545 
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1 Appendix "H* 


COMPARISON OF MONTREAL AND SAINT JOHN REFINED SUGAR RATE 


2 TO POINTS IN SELECT TERRITORY 
3 
24M 30M 4OM 50M 60M 65M 80M 100M 
A Prive scsssCOnte/1lOC lhe... eee 
5} Amaui, P.Q. Saint John 36 . 
. Montreal 4d 
Barachois, PQ Saint John 36 
7 Montreal 52 
8 Bathurst, NB Saint John 36 35 34 32 29 
Montreal 54 52 50 48 46 
P Bonaventure,PQ Saint John 36 
10 Montreal 50 
11 Campbellton,NB Saint John 86 35 34 32 29 
Montreal 53 51 49 AT 45 
Me Carleton,PQ Saint John 36 
13 Montreal 50 
14 Causapscal,PQ Saint John 36 
Montreal 4d 
15 | 
Chandler, PQ Saint John 36 
16 Montreal oye 
17 Chatham, NB Saintetonn 536 35 34 32 429 
Montreal 54 52 50 48 46 
18) 
Gross Point,PQ Saint John 36 
19 Montreal 50 
20 Dalhousie,NB Saint John 36 35 34 32 29 
Montreal 53 51 4o 47 - 45 
21 
Edmunston,NB Saint John 43 41 39 36 34 
22 Montreal 48 46 44 He 4O 
93|  Fredericton,NB Saint John 22 1413 11s 103 
Montreal 54 50 48 46 43 
24 
Gaspe, PQ Saint John 36 29 27 
5 Montreal De 44 41 
6 Grand Riviera, Saint John 36 
PQ. Montreal 52 
27 
Lac Au Saumon Saint John 36 
28 PQ Montreal Hu 


| 
| 

25 Luceville, PQ Saint John 36 
Montreal 31 
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Maria, Que. 


Matapedia, PQ 


Moncton, NB 


Mont Joli,Que. 


Montmagny, PQ 
New Carlisle, 
Que, 


Newcastle, NB 


Newport, PQ 


New Richmond, 
PQ 


Nouvelle, PQ 


Paspebiac, PQ 


Perces« PQ 


Fert Daniel, 
PQ 
Rimouski, PQ 
Riviere du 
Loup, PQ 
Ste.Anne,PQ 
St.Jean Port, 
fee. Joli 


St. Noel, PQ 
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Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Sainc Jonn 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Saint John 
Montreal 


Davidson 


36 
50 


36 
48 


28 
54 


36 
36 


47 
46 


36 
50 


36 
54 


36 
be 


36 
50 


36 
50 


36 
ef! 


36 
52 
36 
52 


36 
36 


36 
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36 


47 
46 


47 
a7 


36 
39 


10333 
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: 24M 30M 40M 50M 60M 65m 80M 100M 
d St .Pacome, PQ Saint John 47 
, Montreal 46 
St .Rose, PQ Saint John 54 
4 Montreal 54 
5| st.stephen,NB Saint John 25 22 20 19 18 16 
é Montreal 54 52 50 48 46 43 
Sackville,NB Saint John 33 27 26 25 23 
7 Montreal 55 53. 5 AG a7 
8 Sayabec, PQ Saint Johny» 36 
9 Montreal 39 
Sussex, NB Saint Johnreel4 13. 113 103 
10 Montreal 54 50 48 46 
11! trois Pistoles,Saint John 36 29 27 
P.Q. Montreal 36 29 27 
13 Val Brillant, Saint John 36 29 27 
Ps ® > Montreal 39 ai 29 
- Woodstock,NB Saint John 36 33 28 26 23 
15 Montreal 54 52 50 48 46 
16 


7 Average Saint John, N.B. rate 30.8¢ 
Average Montreal, P.Q. rate 45 .5¢ 


1 s 
F Montreal Refiner's apparent absorption - 14.7¢ 
19 
Sources: Tariff Authority - Saint John,N.B. Rates 
20 Can.Pac.Rlwy E1355F 
Can.Nat.Rlwy CM300-15 
: Montreal Rates 
22 Can,Nat.Rlwy. CM 195 
Agreed Charge 451 
23 
24 
25 
26 
27 
28 
29 
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Appendix "I" 


COMPETITIVE TRAFFIC ORIGINATING IN MARITIME REGION, 
1958 


(Source, Bd. of Transport Commissioners, Waybill Analysis, 
August 1958, Table 1A.) 


Destination Commodity No. of Carloads 
Rate 

Maritimes Competitive 673 
Agreed Charge 62 

Eastern Competitive 93 
Agreed Charge 148 

Mixed shipment, 

Maritimes ig 
Mixed Car, 
Western Competitive uf 

Total Competitive 977 


Grand Total of all shipments 
to Canadian points 2499 


Competitive Traffic forms 39.1% of 
Total 
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ANGUS, STONEHOUSE & CO. LTD. Davidson-Wilson, er-ex 10336 


TORONTO, ONTARIO 


(Cooper) 

1 

THE CHAIRMAN: Mr. Cooper? 
2 
‘ MR. COOPER: I take it that Mr, Wilson will 

answer questions? 

4 

MR. WILSON: Either one of us will answer them. 
5 


6 CROSS-EXAMINATION BY MR, COOPER; 
a 


7 Q. You have four refineries, one in Montreal, 
8) one in Toronto, one -- or two refineries, rather, one 
9 


in Montreal, one in Toronto, and two factories, one 


competition from beet sugar. 


10 in Chatham and one in Wallaceburg, both in Ontario? 

11 MR. DAVIDSON: That is correct, 

12 Q. You state on page 2; 

“ "Our largest cane and beet sugar markets 

14 are in Ontario and Quebec, although we sell from 

4 Saskatchewan to Newfoundland, ' 

16 Now, taking the refinery in Montreal, what percentage of 
7 sales from that refinery is made in the Montreal area? 

18 MR, DAVIDSON: I am sorry, I haven't got the 
19 information, but a substantial amount would be sold in 

20 the Montreal area, 

2 Q. I suppose the same would be true of Toronto}, 
22 Have you any figures for the refinery in that city? 

“ MR. DAVIDSON: That is correct. 

4 Q. You have no actual figures so that you can 
| give us a percentage? 

| MR, DAvidson: No. In both places the com- 
4 petition is very keen among the three eastern Canadian 
4 cane refineries, and in Toronto we have the addition of 


Q. That beet sugar comes from where? 
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ANGUS, ipalas aclapedeiaua LTD. Davidson-Wilson, cr-ex 10337 
(Cooper) 


MR. DAVIDSON: It comes from our factories in 
Chatham and Wallaceburg. 

a When you speak of competition from beet 
sugar, that is competition from yourselves? 

MR. DAVIDSON: No, not entirely. It may appea 
so to anyone not in the sugar business, but beet sugar doe 
sell normally at slightly less than cane sugar. So while 
we produce both varieties, you can say that one competes 
with the other for a share of the market, 

Q. Do you sell in the maritime provinces at all? 

MR. DAVIDSON: We do. 

Q. Can you give us any indication as to the 
volume of sales in the maritime provinces? 

A. It is infinitesimally small, for the reason 
we have stated, that the absorptions of freight into the 
maritimes by our refinery, our Montreal refinery, are 
in the extreme, The apparent absorptions into Newfound- 
land and the maritimes are respectively 11 cents and 15 
cents, but with the premium costs which we have gone over 
and taken into consideration, we say that the actual 
absorption by the Montreal refinery, the actual absorption 
of added costs is around an average of 29 cents in New- 
foundland and 33 cents in the maritimes. 

Q. Do you sell in the Winnipeg market. 

MR, DAVIDSON: yes, we sell again an infinitesi 
mally small quantity of sugar in the Manitoba market. At 
one time the Manitoba market was a significant outlet for 
Our sales. In 1951 in the prairie provinces, but mostly 
in Manitoba, our company sold 50 million pounds of sugar 


annually, but by 1954 this had dwindled to 10 million 
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ANGUS, STONEHOUSE & CO. LTD. Davidson-Wil son, cr-ex 10338 


TORONTO, ONTARIO 


(Cooper ) 

1 

pounds annually, and today it is certainly not more than 
3 that. 
4 Q. I agree that when the Manitoba Sugar Beet 
5 Growers'Association appeared before the Commission they 
6 stated their market in Winnipeg was being seriously dis- 
: turbed and disrupted by sugar coming in from Ontario and 
8 Quebec, Is that correct? 
9 MR. DAVIDSON: I think counsel is Substantially 
10 correct, But, as I recollect, Mr, Chairman, the allega- 
1 tion was that they were being threatened particularly by 
0 beet sugar moving from Chatham, This statement, of 
13 course, is not correct, because from the last crop we hav 
14 moved only one carload of beet sugar from Chatham into 
15 the Province of Manitoba. So I think the record will not 
16 Substantiate the statement made by the Manitoba Beet 
Growers! Association, 
18 Q. I see by paragraph 5 on page 2 that in 
19 1958 Canada and Dominion Sugar Company spent nearly 
99| $12200,000 in railway freight. Do you use trucking ser- 
21 vices at all for delivery of your refined sugar? 
22 MR, WILSON: On, yes, definitely. I could 
93 safely speak, I think, for all refineries in that regard. 
™4 Q. To what extent do you use trucking servicesf 
25 I take it you deliver in the Montreal market and the Toronito 


96| Market by your own trucks? 
MR. WILSON: We use cartage agents, we use rail 


28 and we use our own trucks. 


Q. I am speaking of the Montreal metropolitan 


MR, WILSON: yes, that is correct: we use rail, 
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ANGUS. peereeoue so) LTD. Davidson-Wilson, cr-ex 10339 
(Cooper ) 


we use our own trucks and we use cartage agents, and the 
same in Toronto, 

Q* What about the sugar beet factories in 
Chatham and Wallaceburg? 

| MR. WILSON: Of course, those are only small 
towns, In Wallaceburg, in fact, there is no industry. 

Q. 1 am talking about deliveries generally 
from Chatham and Wallaceburg, let's say? to Toronto, 

MR. WILSON: To Toronto, in the past two yearg, 
our shipments by rail from Chatham and Wallaceburg have 
gone from 78 cars, within a car or two, in 1957, and in 
1959 there were approximately 325 carloads of sugar move 
by rail, and these cars were 90 per cent, 95 per cent 
100, 000-pound cars. 

Q. You say how many moved by rail from 
Chatham and Wallaceburg? 

MR, WILSON: In 1957, for the year, there wer 
approximately 78 cars, and in 1959 there were approximaté¢ly 
325, within a very few cars. 

Q. What about movements by truck out of 
Chatham and Wallaceburg? 

MR, WILSON: Well, they have decreased today 
to where they play -- I cannot give you the actual per- 
centage, but in 1957 they carried approximately, I would 
say, in the neighbourhood of 80 per cent of our traffic. 
In other words, the position between truck and rail has 
just about reversed in that area. 


Q. I presume that is due to an agreed charge 


or competitive rates that you have obtained? 
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Be emOUsl & £0) Tb, Davidson-Wilson, cr-ex 10340 
(Cooper ) 

MR, WILSON: Competitive rates, not agreed 
charge. 

Q. So that the railways have recovered their 
traffic there in the period you have mentioned? 

MR. WILSON: That is correct, 

Q. Now, coming again to the reffimeries in 
Montreal and Toronto, what percentage of your deliveries 
do you make outside the metropolitan areas of those 
eities .by truck, if..any? 

MR, WILSON: Well, there again I cannot brea 
it dewn to percentages, but the railways in the past 
two years have had a very substantial increase in rail 
traffic from Montreal. Now, our Toronto traffic has 
not operated a full year yet and we are just starting 
to get rates there, and we have not yet any comparison, 

Q. Can you give any figures for movements 
by truck as against movements by = outside the 
metropolitan area? 

MR. WILSON: No, I cannot do that. But we 


aiso, out of Montreal, use Canada Steamship Lines. 


pri HOY peree 
glk oe eatgarten at vat 
_ at astremtter ait oF ntens 36:10 AMM 9 
Getneviteb muoy ta spstanoreg sadn ae pans: 
Oe FAs BA loggriem aahy —_ al 4 

i % ut eetidliaion wi 
tonaag I-mfeysa ered? .fiow a 
ee dd Of eyswitet on? tod ,asgadneoreg ot 
fier ah seeetont igtinatedue rey. 8 bed eva oxaay OM 
wart attend OFMOTOT "1k/0 ie _ LsensnoMm sor ote | 
gakiente davt es ow bos soy ta9y Att  peaexeqo, doa” / 
Moe ltagmos yas Jey Jon aved ow bas ,snent apis, +93 ot 4 
ednenevom «07% eeming?? wis evlg oy mad 5 ap, =n pape : 

ee santsgs, 2s Nouns we 

| oeexs npdtioqoutem ‘ 
ow $e, dant Ob tonnes I oe | :MORIIW AFM . 
bona. apenneze sbsne) sev ,LaeugaeM to do .omke’ | 


eee ae 


f Z - - 


| 7 
; > * a 
aah , z 
7 : ‘ 
; ci 
4 
a it) 


| — egy » @ae,@ Cec" Geode o6iy (ete 


ANGUS, STONEHOUSE & CO. LTD. David = 
TORONTO, ONTARIO ie OSE GNI ol ae 10341 
(Cooper ) 


Q. Where do you ship to on Canada Steamship 


Line vessels? 

MR. WILSON: We ship from Montreal to Toronto, 
Halifax, Windsor, Sarnia, Sault Ste. Marie, the lakehead, 
and we also have rates with the joint water rail rates, 
with the rails, by C,. S. L. to Winnipeg. 

Q. What percentage of the output goes by 
water from the Montreal refineries? 

MR. WILSON: That is practically impossible 
for me to answer, especially in view of our operation 
last year. With the Toronto refinery coming into being, 
it was a transition period and I would hesitate to estim- 
ate, because we were up in the air. 

Q. How does the sugar move to Newfoundland? 

MR. WILSON: By rail. 

Q@. Do you have any movements by vessel at 
all from Montreal direct to Newfoundland? 

MR. WILSON: Very, very few. 

Q. In the shipping season? 

MR. WILSON: Very few. 

Q. You have some? 

MR. WILSON: Possibly one last year: A 50 ton 
lot, that is all. 

Q. You deal with Acadia Atlantic Sugar 
Refineries Limited, and particularly with the location 
factors applicable to the Atlantic Sugar Refinery, 
and I direct your attention to the bottom of page 2 and 
top of page 3: 


"The Saint John refinery has a shorter sea haul for 
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ANGUS, STONEHOUSE & Co. LTD. Davidson, cr-ex, 10342 
TORONTO. ONTARIO = 
Wilson 
(Cooper ) 


"its raw cane sugar; €.g., Saint John is 800 sea 
miles closer to Kingston, Jamaica, than is Montreal, 
It is estimated that the water freight saving to th 
Saint John refinery (compared to Montreal competitors) 
is at least four cents per 100 pounds or $180,000 
per year," 

As you know, Mr. Hill, who is in the court room today, 

gave evidence before the Commission and presented a 

submission in Fredericton, New Brunswick, and I understoo 

him to say that the differential which you placed at at 

least four cents per 100 pounds is at least one cent 

per 100 pounds? 

MR. DAVIDSON: I don't think that is correct. 

MR. COOPER: The references are at pages 
403 and 425 in volume /, 

MR, DAVIDSON: I am sorry, I haven't got the 
volumes, I will have to look it up in Mr. Hill's presen 
tation, 

MR. COOPER: Perhaps we can leave that, but 
I am suggesting -- 

MR. DAVIDSON: It is not correct; I am sure 
I can document my statement,that what you are quoting 
Was one specific instance on one specific day which does 
not fairly describe the freight cost climate. What we 
are talking about is in terms of annual averages. 

MR. COOPER: Perhaps Mr. Hill would also 
wish to document his evidence on this point further. 

MR. DAVIDSON: I think I can find it in the 


Saint John brief, 
MR. COOPER: Q. While you are doing that, I 
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ANGUS, STONEHOUSE & CO. LTD. Davidson, CE=CXe 10343 
TORONTO, ONTARIO Wilson 
(Cooper ) 


would like to address another questionoto Mr. Wilson 
with respect to his remarks of a few moments ago that 
sugar from the Montreal refinery is taken to Winnipeg, 

MR. WILSON: That is correct, 

Q. So the Winnipeg market is Supplied with 
refined sugar from Montreal? 

MR, WILSON: That is correct. 

Q. To what extent? 

MR. WILSON: I do not know the total market, 
You would have to get the sales figures for the total 
market in Winnipeg, but a moment ago you asked Mr. David- 
Son about the Winnipeg market, and the brief submitted 
by the Manitoba Sugar Beet Growers Association. In thei 
brief that you mentioned, they made no mention of the fac 
that their owners, the B. (@. Sugar Refiners, have had 
an agreed charge from Vancouver into the Winnipeg market 
for a considerably longer period than our company has 3 
but, they failed to mention that. They mentioned the 
fact that our rate was reduced approximately 50 per 
cent, but their agreed charge reduced the class rate -- 
our agreed charge reduced the rate from $2.32, I think 
Uheyasatd;ttol$1013% 

Q. That is correct. 

MR. SINCLAIR: The Sugar Refinery in Manitoba 
did not appear. It was the beet growers. 

MR. WILSON: Yes, I am talking about the 
Beet Growers Association, and they tabled this information. 
The B. C. Sugar Refineries -- they used class rates. 
They did not use our commodity rates in arriving at their 


deductions, So, if you take B. C. sugar refiners' class 
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rate from Vancouver to Winnipeg, we had a $1.44 reductio 
I believe. I could substantiate these figures. Their 
rate reduction was $2.00, 

MR. COOPER: Q. But, in any event, sugar 
does move from the refinery in Montreal into the Winnip 
market? 

MR. WILSON: Yes, and has for about thirty 
years, at least. 


Q. Is it moving there in greater quantity, 


we will say, in the last three or four years than previo 


to that? 

MR. DAVIDSON: No, substantially lesser 
quantities, I would say. I would not like to hitch 
my answer to the last three or four years, but since the 
decontrol of sugar, the quantities of sugar sold followi 
the war by our company in the Winnipeg and Manitoba 
area has steadily decreased, 

Q. I can appreciate your reluctance to give 
any percentages in figures, because I know it is a 
question of trade secrets, so I am not going to press 
for those percentage figures, but perhaps, if the Com- 
mission itself wishes to obtain information on these 


matters, you would be willing to supply them. 


3 


io) 


MR. DAVIDSON: I appreciate counsel's considen- 


ation. 

Q. You also deal on page 3 with another 
factor among the location factors with respect to 
Saint John,and that is storage facilities for the 
winter which must be provided in Montreal, I don't 


know, perhaps you are not in a position to give me any 
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information as to whether or not Storage facilities 

are also required in Saint John; perhaps that is somethi g 
that could be left for the Acadia Atlantic Sugar people 
themselves, 

MR. DAVIDSON: I think the question has been 
answered by Saint John in their own brief, They say 
they have forty ships a year, and that they are on a 
year-round port and, presumably, their Storage problems 
are very small compared to ours, and we have based our 
estimate on additional expenses incurred by operating a 
sugar refinery in Toronto and Montreal on this very 
Salient point, that we have to build, maintain, storages 
Which our competitor on the year-round open port does 
not require. As evidenced in the brief presented 
by Mr. Hill, this was one of the major considerations 
in locating a sugar refinery, back in 1916, I think, at 
Saint John, and also at Dartmouth. 

Q. You touch on the matter of labour costs in 
the Saint John refinery. Of course, you are only 
dealing there with average figures. You don't actually 
know the actual labour rates paid in the Atlantic Sugar 
Refinery in Saint John? 

MR. DAVIDSON: I think we can give some pretty 
accurate documentation of these figures. We started 
off, of course, with the information given in the Saint 
John refinery's brief containing information which we 
hadn't known previously of the number of employees and 
year round work, and we started out by comparing the 
average figures praiuced by the Dominion Bureau of 


Statistics, and then we used other information which we 
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received, and we roughly calculated that the. Saint John 
refineries hourly rate is around $1.60 as compared to 
the Montreal refineries! average refinery hourly rate 
of $1.80, with this differential of 20 cents which, 
incidentally, is conservative when compared with the 
Dominion Bureau of Statistics figures for wages and 
Salaries at Saint John and Montreal, But, using this 
very conservative figure of 20 cents, we came up with 
a1. equivalent of 7 cents per 100 pounds savings for the 
Saint John refinery as compared with Montreal. 

Q. Would you care to comment -- and perhaps 
this is not a fair question -- on the relative producti- 
vity of labour in Montreal and Saint John in the refinin 
industry? : 

MR. DAVIDSON: Nothing more than to say that 
the Atlantic Sugar Company are an extremely efficient 
company, and I think that their records over the last 
few years would sive Patitate that, and I would think the 
set a very high standard for us to compete against. 

Q. Perhaps, Mr. Davidson, that new refinery 
in Toronto should have been built in Saint John or 
Halifax? 

MR. DAVIDSON: I think this is a very sound 
observation, 

Q. You mention the next point of municipal 
taxes for the Saint John refinery as being fixed by 
Statute at extremely low levels, and in appendix D the 
figure appears af $12,000 fixed taxes per year, but not 
including school taxes. When you have made your 


calculations which lead you to the estimate that Saint 
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John is 2 cents per 100 eee better off than the 
Montreal position, did you use the figure of $12,000 
alone? 

MR. DAVIDSON: I am glad that question was 
asked, because I meant to refer to it, We have, indeed, 
included the education. There is a fixed assessment of 
$12) 00082222 

Q. AY fixe di taxof) $12,000) 

MR. DAVIDSON: ‘Thank you. 

Q. And a fixed assessment for school purpose 
of $1,300,000. 

MR. DAVIDSON: That is correct. As in 
appendix D, there is a Pind tax rate of $12,000 on 
property, plus a fixed assessment for schools which, 
at the rate of tax levied in Saint John in 1959, was 
$2.37 per $100, and which extends to an education tax 
of $30,810, roughly, and which, added to the $12,000 
property tax, gives a total of $42,810, and this is 
the calculation that we have used for comparison in 
arriving at these tax advantages. 

Q. And that is why, I take it, in appendix D, 
paragraph 4, you say the property taxes for the Saint 
John refinery, if transposed to Montreal, would be $80,000 
more each year -- you have taken into account there that 
amount of school tax? 

MR. ADVIDSON: That is correct. 

Q. I refer. you to page 5, paragraph 12: 

"By far the most important points where the Saint 
John and Montreal refineries sell sugar, are the 


big centres in Ontario and Quebec. Since 1948, 
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TORONTO, ONTARIO Wi 1s on 
(Cooper ) 
1 
2 "rate changes for refined Sugar shipped to these 
A centres show that while the Saint John average 
rates have actually decreased three per cent 
(appendix E), Montreal refinery rates have increasad 
5 
by 46 per cent (appendix Bet 
6 


Turning to those appendices E and F, I notice appendix 
7 E has seven centres in it for comparison purposes, 

8 while appendix F has six centres. Appendix F omits 

9 Montreal. I am suggesting, perhaps, that is not a 

10 true comparison there -- seven compared to six. 


MR. DAVIDSON: I don't see how else we can 


a es a Appendix F is Montreal refined sugar, and it 

* seemed an unfair comparison for the Saint John refinery 
Q to add Montreal to the page which deals with refined 

14 Sugar shipped from Montreal. 

15 Q. Well, there is one more point in appendix 


16 E than appendix F, and if you take that out I think you 
17 Will find that your Saint John average rates have actual y 


decreased 3 per cent, and I think you will find an in- 


18 

crease of 1,12 per cent if you adjust E and F to include 
19 

only the six centres. 
ts MR. WILSON: Yes, possibly that is true, but 
21 


then Montreal would show a greater decrease =- to the 
22 Montreal centre itself. 

23 Q. Would show what? 

24 MR. WILSON: A greater percentage decrease, 


25 and one must not lose sight of that because that is a 


26 big market. 

Q. The Montreal market,. of course. 
27 

MR. WILSON: Certainly. 
28 


29 
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ANGUS, STONEHOUSE & Co. LTD. Davidson, cr-ex, 10349 
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Q. Well, in any event, I merely call atten- 
tion to the fact that these appendices E and F are, 
in one case, 7 points, and in the other, six. 

MR. WILSON: That is quite true. Lvs 116 
rather hard to classify on an average, and this is 
only indicative of what has transpired in freight rates 
from 1948 to 1960, because we do not know what percentag 
moves under any particular minimum or any particular 


rate, and all it is is indicative of what has happened. 
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ANGUS, STONEHOUSE & CO. LTD. Davidson, Cr=exX. 10350 
TORONTO, ONTARIO Wi 1lson 
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Q. Of course, that is a question also which 
comes into these comparisons, the minimum weights are 
different for the different rates. 

MR, WILSON: Oh yes, definitely, but by the 
same token for both refineries. 

Q. Well, in so far as these minimum rates 
are concerned, the minimum rates I think relating to 
Saint John are consistently higher, is that not correct? 

MR. WILSON: That is from Montreal? 

Q. Yes. 

MR. WILSON: Yes. There are a couple of 
points I would grant you. They all have 100,000 pounds 
other than Windsor and London. 

Q. Paragraph 13 on page 5, would you just 
mind indicating where you get your figure from of 
ll2 per cent, totalling up to 112 per cent. That is 
the last line of paragraph 13. 

MR. WILSON: Yes, if one takes - pardon me, 
what page was that? 

Q. Page 5, paragraph 13, last line. 

MR. WILSON: Yes. If one takes the percentage 
increase since the April, 1948, of 21 per cent, and 
you start at - 

Q. You do not include that first increase in 
1948? 

MR. WILSON: Absolutely not - you start takin 
100 and you increase that and it will give you an 
accumulativé: inereasé ‘of 112 per cent. # 


Q. And what is the last increase that you 


have included in the figure? 
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ANGUS, STONEHOUSE & CO. LTD. Davidson, cr-ex. 10352. 
TORONTO, ONTARIO Wi 
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MR. WILSON: The 17 per cent, 

Q. mle: O00. 1.23272 

MR. WILSON: Right. The reason for that is 
the subsidy of the government only applied on non- 
competitive and class rates, The 17 per cent was put 
where possible on competitive rates. 

Q. These rates that you show'on pages 6 and 
7 from Montreal to Windsor, Ontario, from Montreal to 
London, Ontario, and so on, and I am speaking naw of 
the Montreal rates, are these agreed charge rates? 

MR. WILSON: Some of them are and some of them 
are not. 

Q. In the cases where they are not, would it 
be possible for the company to get agreed charges? 

MR. WILSON: Possibly, but there are other 
factors that enter into - that we must consider before 
going into agreed charges. 

Q. There are some factors then which make 
it desirable for you to pay a higher rate to avoid 
entering into an agreed charge contract, is that correct? 

MR. WILSON: Lt \1s possibile. 

Q. Well, is it so? 

MR, WILSON: Yes, 

Q. You might indicate what those factors 
are. 

MR. SINCLAIR: The Commission could take 
judicial noti¢e of this. 

MR. DAVIDSON: There is one very important 
one, Mr. Chairman, and that is we are in the bert sugar 


business and under the form of sugar beet contract, the 
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growers of sugar beets and the company share in the 
returns obtained from the sale of sugar. Anything that 
takes place to lower the price on sugar, the price at 
which beet sugar is sold, and the freight is an integral 
part of that, is detrimental to the interests not only 
of our company, but also to 5,000 to 6,000 sugar beet 
growers in southwestern Ontario, I would say that this 
is one of the considerations involved in the question 
that you have asked, 

THE CHAIRMAN : The main one is competition, 

I suppose? 

MR. WILSON: Yes, and we also have customers 
that pick up their own sugar in Montreal. We could 
Sign an agreed charge, I would say we could sign an 
agreed charge, but not, possibly, the percentage the 
railways would like under an agreed charge, let us. put 
it that way. 

MR. COOPER: Q. You do not want to get tied 
up to 75 per cent or 85 per cent? 

MR. WILSON: No, we could not possibly do it. 

Q. On page 7 you have a note there preceded 
by an asterisk: 

"The Saint John rate is applicable on shipments 
to railway private sidings. Montreal refiners 
have expenses around 18 cents higher than Saint 
John's and when the local delivery charge from 
refinery to customer in Montreal, equivalent to 
7 cents, is imeluded, Saint John is on a fully 
competitive basis even in Montreal." 


Now, the 18 cents you refer to there is the 


: 
edd mf ovsde yanqnes oft das 
| ond getettydA .tegue to else edd 
ht ts suted edd goegue fo sobug edt arash 
[sigewt as at sigtext etid bee .bLoe et tegua-s 
gino jon ateotednt alt od Ladnemttteb saad 
deed “sare 000.0 of 000.2 0% cata. dud: enet09, 0 
eid ged? veo Divow I -obsatnO ayvetaowdinos at erowory 
aokseoup ert) mb bevfovnd enoltarebtaqos edd Yo eno-ek — 
-betas ovad- yoy tad 

swoltiseques eat-ono alam sdT :MAMALAHD SET ein ‘onl 

| : | : | _Sseoqqua P 


—— 


etenotaros svet ocala aw bns .20Y :MOGIIW .fit an» ean 
bryos =W _. LnowdnoM mt segwa,mwo -whedt qv aokq taddd 
as mgie bfwop ow yse bivow I ,.egutaro beonga as, fig da 
ai} sasimanyeg afd .yldtesoq ,tonm dud. sarsdo bosias 
duq aw ‘def .sgiido Hess ma tobay salt biuow eyswitst | 
svsw tacdd at © 

yeid toy oc naw ton ob wOY- 49 (03889009 fm 
eiase seq @8 so J3aeo “84, ey oF qu 


,JL ob yidlesoq tom Sivep ew {ou es MORIIW . 5M 
bebosetg svedt ston s evar voy T egsq nO 6D 
3xelaetes as Yd 
staengtda no! @Edestiqas et ates atiol tated oT" 
exonites Laeisnoli sagedbte staving yewl iat of 
tate? add nertgid steeo Gf bawots eeaneqxs ever 
Mores sg tao ytevilobh [eect ot medw has e'adot 
ot gneleviuge Leo vino at temedgevo of yteal tot 
Wint 2 ao ef adol dntet yhobuload ah ,adaeo j 
" {sottaom at neve atagd eviditeqmos 

eit et overt od vetet uoy atoes BF exit. .wok 


ANGUS, STONEHOUSE & CO. LTD. Davidson, Cr=-EX. 10353 
TORONTO, ONTARIO Wi i 30n = 
¢ oO 


(Cooper ) 


18 cents - 

MR. WILSON: Location factor, 

Q. Location factor? 

MR. WILSON: Correct. 

Q. Well, now, do I understand you to say 
that expenses of producing sugar, of refining sugar 
in Montreal and Saint John are exactly the same except 
for this location factor? 

MR. WILSON: No, we have said that we have 
added expenses of 18 cents due to location factors. 
We are dealing with freight here and freight alone. 
In other words, that 18 cents is a location factor, 
with an applied rate into Montreal of 254 cents which 
is straight freight rate, that leaves a difference of 
7+ cents. We have a local delivery charge. We 
are dealing with shipments to private railway sidings 
only. In other words, that is the only comparison that 
you can make because if you put it into warehouses, 
we have outside warehouses the same as they have and 
the 7 cents delivery charge is on the conservative side 
Wecause we have rail rates in Montreal, switching rates 
of 9 cents and 10 cents a hundred pounds. This is in 
actual fact our truck rate for deliveries which, in 
other words, when a car comes in direct from Saint John 
to a customer on a siding, his freight rate is 253 cents 
we have the location factor of 18 cents plus cartage or 
shipping whichever you wish to include. 

Q. The 18 cent location factor is really 
not tied in directly with freight rates or transport- 


ation charges, part of it is labour, part of it is 
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TORONTO, ONTARIO Wildon 
(Cooper ) 
taxes, part of it is other things, is that not right? 

MR. WILSON: That is quite true, 

Q. And I am merely suggesting that this 
sentence suggests to my mind that you are just taking 
this 18 cents by way of location factor and just saying 
that your expenses are 18 cents higher in Montreal 
because of advantages as against Atlantic beeause of 
advantages they have in Saint John? 

MR, WILSON: Yess 

Qe But that assumes that other expenses are 
the same in production costs? 

MR. DAVIDSON: Weil, it is very difficult to 
go further with it because unfortunately our competitor 
is not very co-operative in telling us what their costs 
are and it is difficult to calculate these things. 

We have done as scholarly a job as we can. The se 

are only four points of costs into which we have been 
able to delve. We think probably there may be many 
more but we would not like to be placed in the position 
of answering counsel's questions and saying these are 
the only things which cost us more. 

MR. COOPER: Q. Well, my only point is 
obtaining information for the Commission and I think tha 
in doing so and to obtain an appreciation of the brief, 
I am suggesting to you that you have to take all cost 
figures into account before you can come to any definite 
conclusion as to whether a refinery in one location 

has an advantage as against a refinery in another. 

Would you agree with thai 


MR, DAVIDSON: Yes, I think that is a very 
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fair summation. 


Qe Now, on page 11 you state in paragraph 27: 


67] 


{ 2 . ° n 
‘In our opinion, there is grave question whether 


the M. F. R. Act subsidy should include payment on 
competitive rates and agreed charges. 

Just for the purposes of the record, is it 
your submission that the Maritime Freight Rate Act 
should be amended so that payments would not be made to 
the railways by way of subvention on competitive rates 
and agreed charges, movements within the select territory). 
Is that a definite submission which you are making to 
the Commission? 

MR. WILSON: That is right. I would point 
out there that agreed charges and competitive rates are 
issued to meet competition. The subsidy you say pay to 
the railways, while it is quite true it is paid to the 


railways, it is a subsidy to the shipper in as much as 
it gives him lower freight rates, 

Qe T understand that, I was just wanting to 
get the position clear as to whether you were making 
a definite submission on that point? 

MR. WILSON: Thay 12- correct, 

Qe When you introduced the subject by saying 
"Chere is grave question"? 

MR. WILSON: That .i8 worresct. 

Q. You suggest along with that and I am 
now referring to paragraph 29 on page 12, the provision 
of an aggregate maximum amount to subsidize traffic 
moving on non-competitive and class rates, I am just 


wondering how you would arrive at that aggregate 
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Wilson 
(Cooper) 
maximum amount. Perhaps I do not quite appreciate 


what you have in mind in Suggesting the aggregate maxi- 
mum amount. 

MR. WILSON: Well, the reason we make that 
statement is this, that we suggest the administration of 
the Maritime Freight Rates Act along the lims of the 
bridge subsidy and the other Subsidies, the recent subsi 
ane if they set a maximum amount and apply it on non- 
competitive and class rates which we, according to-the 
1658 Waybill Analysis were responsible for 61 per cent 
of the traffic moving within and out of the maritime 
provinces under the M. F. R. A. This traffic can be 
aided more than they are now. In other words, the 
39 per cent that is today applicable on competitive and 
agreed charges could be applied to non-competitive and 
class rates. 

Q. You calculate how much that would amount 
to and distribute that among those shippers who are 
Shipping on non-competitive and class rates? 

MR. WILSON: Yes, that is right, and we say 
they could be aided more than they are now in this respec 
that we know today, due to our costs, transportation 
costs, just how far we can go in a market. There are 
points where it is a marginal position, you have 


industries in the maritimes that are in that category. 


enough possibly or in a remote area which cannot get 
competitive or agreed charge rates, this application 
that we suggest might possibly aid that man to reach 


out a little further to a market that is beyond his reacl 
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today. That is our suggestion. 
MR. COOPER: Thank you. 
THE CHAIRMAN: Well, gentlemen, I think we 


will adjourn now until 10 otelock tomorrow morning. 


---Adjournment. 
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ANGUS, STONEHOUSE & CO. LTD. 10359 
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Ottawa, Ontario, 
Wednesday, 
April 27,1900. 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please, Mr. Davidson, 
I think before we proceed I should say that Mr, Hig, 
who gave evidence in Fredericton, has Suggested that 
probably you might be called back next week when the 
other counsel will be available, However, the Commissio 
has a very full and complete schedule and we don't want 
to be calling people back unless we have to. So I 
have suggested to Mr, Hill, and I think it is satisfactor 
to him, that he be entitled to file with the Commission 
a reply to your submission as made and which has to be 
done within two weeks and that a copy be sent to you. 

Is that all right, Mr. Hill? 

Mi. HILL: Mr. Chairman, I would like to ask 
if the Commission can possibly see itsi way to the oppor- 
tunity of public cross-examination. 

THE CHAIRMAN: You mean today? 

MR. HILL: No, sir, when our counsel is avail- 
able, who, under the circumstances, could not be available 
for a week, and only at the convenience of the Commission, 

THE CHAIRMAN: Well, we will have to consider 
that, and you might think over our Submission to you. 

We want to give you an opportunity, as we did at Fredere 
icton, where we suggested that anything you had to offer 
we would be glad to have. 

MR. DAVIDSON: Mr. Chairman, when you are con- 
Sidering that request, I think in all fairness perhaps 


the Commission might also consider giving us an opportunit 
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to cross-examine Mr. Hill on his submission, too. 

THE CHAIRMAN: Well, of course, that is what 
we are afraid of, you see, and this can be carried on 
ad infinitum. We are anxious to get the facts and 
anxious to be fair to both parties, but we want to stop 
there, 

MR. DAVIDSON: We will abide by the Commission's 
ruling, Sige 

MR. HILL: We are anxious that you have the 
honest facts. 

THE CHAIRMAN: Well, we are in agreement for 
once. 

Mr. Hume is not here. 

Mr. McDonald? 

MR. McDONALD: Mr. Chairman, I think my friend 
Mr. Cooper has covered the matter very well. I have 
no questions to ask. 

THE CHAIRMAN: Mr. Sinclair? 

MR. SINCLAIR: Mr. Chairman, it may be that 
I could direct one or two questions to Mr. Davidson, and 
then, in view of the fact that we have an experienced 
traffic man here, I think it would be useful to get his 
views on certain matters that are necessarily known to 
him on account of the responsibilities he has. And so 
first, if I could, I would, with your permission, sir, 


like to direct one or two questions to Mr. Davidson. 


CROSS-EXAMINATION BY MR. SINCLAIR: 


Q. Mr. Davidson, the sugar business, I take 


it, is a highly competitive business? 
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MR. DAVIDSON: ‘ That is correct. 


Q. And in depending on where you market 
your products, you take into account all costs, including 


costs of capital? 


MR. DAVIDSON: I think that is a fair assessment. 

Q. And you buy your raw materials at the 
place where you can get them the cheapest? 

MR. DAVIDSON: Tee. 

Q. And you sell your product in the place 
where you can get the most for it? 

MR. DAVIDSON: Yes. 

Q. And you also, in fixing the price of your 
product, take into account all competitive factors? 

MR. DAVIDSON: that 1s. nights. 

Q. And I think the Commission would be interes 
ted in knowing from your knowledge of the sugar business 
whether you pass on to the purchaser the transportation 
costs. In other words, where is the incidence of 
transportation cost in the sugar business or who pays 
the freight? 

MR. DAVIDSON: Well, that is a very complicated 
question to answer, Mr. Chairman,. except in very general 
terms, that in so far as possible, of course, we pass on 
the freight to the customer. But there are many 
instances where we have to absorb freight in order to be 
competitive. In this respect, I would imagine that the 
Sugar business is similar to many others. 

Q. For instance, you buy beets from farmers 


in the area tributary to your Chatham and Wallaceburg 


plants. 
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MR. DAVIDSON: YOR. 


Q. And from those beets your company manufactures 


beet sugar. 
MR. DAVIDSON: Yes. 


Q. And sells that beet Sugar in the central 


Canadian market. 

MR, DAVIDSON: Ven. 

Q. And, for instance, it sells that sugar to 
farmers in central Canada? 

MR. DAVIDSON: Yes, among others. 

Q. Yes, among Soneret My question, and I 
think the Commission would be interested in this, DS, ae 
selling your sugar to farmers in central Cangéa, are 
you able to pass on to them the competition with, for 
instance, Acadia, the full transportation charges to 
farmers living, we will say, in the eastern part of the 
province of Quebec? 

MR. DAVIDSON: Wie1 7! the beet sugar in this 
respect, Mr. Chairman, is predicated on certain location 
factors. A beet sugar factory is never located on a 
seaport because to de so the competition from cane 
refiners would be prohibitive. 

THE CHAIRMAN: You go where the beets are, 

I suppose. 

MR. DAVIDSON: Well, that is a chicken-and- 
egg statement which is very difficult to answer. ‘But the 
beet industry must, in order to be financially sound, 
locate inland from the seaports, and therefore we find 
in Canada beet sugar factories located in Ontario inland 


from the seaport of Montreal where the price of sugar 
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may be around 50 cents more than the price of sugar at 
Montreal because of the railway haul between Montreal 
and, say, Chatham, Ontario, and you find factories in 
Winnipeg where the price of sugar is probably $1.50 more 
than it is at Montreal, and you find beet sugar factories 
in southern Alberta where the price of beet sugar is 
perhaps the same amount, $1.50 more than in Vancouver, 
a cane refinery centre, If it were not possible to have 
this what might be called freight protection, there would 
be no beet sugar industry there, and the freight protec- 
tion is of paramount importance to the beet growers who 
grow beets under a profit-sharing contract with the 
processor, sharing in the net returns of sale of beet 
by-products. So therefore it is in their interest to 
locate these factories as I have stated. 

Q. So I take it that your answer is this, 
Mr. Davidson, that, depending upon the intensity of your 
competition, that determines whether you are able to 
pass on transportation Se mece or whether you are not: 
Where the competition is intense you sometimes have to 
absorb some of the transportation costs, and where the 
competition is extremely intense, you may have to absorb 
it all, and even take a lower profit margin. Would that 
be correct? 

MR. DAVIDSON: Thaticdis correct. 

Q. Now, notwithstanding the difficulties of 
the sugar busiress, it is a fairly profitable business 
under competent management, as it has had competent manage- 


ment in Canada. 
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MR. DAVIDSON: Well, it has had its ups and 
downs. But the fact that there are still four companie 
in the refining business, I would assume it would be 
indicative that it is profitable. : 

Q. And would 1958 have been a fair year in 
the sugar business? | 

MR. DAVIDSON: Yes. 

Q. Your published reports show that you made 
about 8 per cent on your net worth after taxes that year. 

MR. DAVIDSON: I haven't calculated it as 
a percentage, but we made a profit. | 

Q. And in that respect you are on the same. 
net return as Acadia Atlantic? 

MR. DAVIDSON: IL haven't calculated it, but I 
rather doubt that. 

Q. My calculation is 8.4 per cent for Acadia 
Atlantic and 7.9 per cent for C. & D. for 1958.. 

MR. DAVIDSON: Well, our profits in the year 
are operating profits. For the year ending: March 31, 
1959, and that meant that the operation was mostly in 
1958, they were just over $4 million, - $4,300,000. 

The Atlantic refiners were $3,600,000, and in that 
interval we operated three factories, two beet sugar 
factories and one cane refinery, as compared with the 

One of Acadia-Atlantic. I cannot verify the calculation 
that you have put into the record. 

Q. Well, they are based on the documents that 
are before your assistant right there, the sheets that 


he has before him, and if they are wrong, maybe you 


could let the Secretary know what the figure is. Would 
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you do that? 

MR. DAVIDSON: Yes, 

Q. Now, Mr. Davidson, you want to maintain 
all the advantages of Toeatdon that.c. & D, haves you 
don't want them to be whittled away by government action 
or any other action; is that right? 

MR. DAVIDSON: That is right. 

Q. And if YOu were to build a refinery in the 
maritimes on.the Canadian Pacific Railway, for instance, 
and have a service ‘to central Canada, there 1s no 
regulation or government control that prevents you from 
building that factory and competing in the maritimes 
with, for instanee, Acadia, is there? 


MR. DAVIDSOR: No. 
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Q. And there is no agreement between your 
company and Acadia that you would build a refinery son 
the Canadian Pacific, in Saint John, is there? 

MR. DAVIDSON: No. 

Q. And, indeed, you have in your brief said 
that the advantages of a refinery being placed there are 
so great that the people in the maritimes can always be 
assured that there will be a refinery there? 

MR. DAVIDSON: A refinery,yes. 

Q. In other words, if you felt that you could 
make a dollar down there you would move down there, but 
what you are saying is that there isn't! room for two? 

MR. DAVIDSON: That is what I am implying, yes. 

Q. But if in assisting the maritimes, the 
government does assist an industry there to manufacture 
and put the products into the central Canada market, what 
the government is saying to industry is, "Here are the 
advantages we give to industry, and we are attempting 
to encourage industry to locate and ship from the mari- 
times", and you see nothing wrong with that? 

MR. DAVIDSON: No, I see nothing wrong with 
that. We have never complained about the motives of 
the maritime freight rates subsidy, whicn I would assume 
you are referring to. 

Q. yes, and this is using freight rates to 
carry out government policy; that is what the Maritime 
Freight Rates Act is -- a government device, using 


freight rates to carry out government policy to assist 


a specific area? 
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MR. DAVIDSON: I would agree with that, 

Q. And in the matter of transportation it 
would be your policy that railways, I take it, should be 
financially sound and able to Operate on business prin- 
ciples? 

MR. DAVIDSON: We are getting a bit farther 
afield than we, I think, covered in our prler > pute? t thin 
in all fairness that in our selfish interests we would 
agree with your statement, 

MR. SINCLAIR: Then, I wish now to turn to 
some specific questions in respect to freight rate mat- 
ters and the freight rate structure, to take advantage 
of the fact that we have here, Mr, Chairman, from C&D, 
Mr. Clifford Wilson who is a technical traffic man, and 
I would like to put the following questions to him. 

Q. Mr. Wilson, how long have you been the 
traffic manager of C&D Sugar? 

A. I have been with C&D a little over two years, 

Q. Prior to that you were in transportation 
work? 

MR. WILSON: yes, 

Q. You have had quite some years experience 
in dealing with freight rate matters? 

MR, WILSON: yes, I have been in traffic work 
since 1945, 

Of Under the existing law and freight rate 
structure, there is differential pricing of freight rates 
and a range of rates running from class rates through 


non-competitive commodity rates, commodity rates, agreed 


7 Ae ee 

aad? tte oonge Biuew T "SROBKEVARL Fae 
$t notdsdogensart 20 rettam ent me bah 49 9° 

$4 bruore tt sled I vaqawl ton ssrid yotheg twoy 8 


qedgist tid & pntaisi wes OW %wMO@QT VAC .AM® ~~ - =a 
tat I jud (Yetad two ot berevoo .laldy DP yew neas prente: " 
biuow ow svesissol datifen qo at teddy essarts? fs at: 
tosmetsds soy dtiw se7gs - 

4¢ miud of wom catw I .aed? §«6+ATAIOMIS 1AM 
-tam sie triptext of sseqEe7 nt snottasup oPitssqa emote 
snstnsybs eet of ,sutouTds Sat tigtex? end bas atest 
289 movi  aseritstD .th (sted evan Sw dacs Jost srs 2% 

s .nam of? tent Isotadoed 8 at ofw mositw broTitiy i) 
mtA oc enofissup gtitwoftot end tug ot edtt bruow:t 

ef? need Hoy svad grof wor .mosliw .2m 2 rm 
cxegue GEO ‘to 189 shen okt isnt © 


* 


gov ows teve Oftsil & G80 nitiw nged even i vA 


_ 


: -ting saonteand mo etersgo oF cr bis bavoes 
; 
) 
: 
ot 
| nolsgsirogenard mi exew voy Jadrod Told 7) 
| 
. 
| . eeY :VOGITIW .M “i ‘ 
sonettsqxs sissy smoe stiup ban Svat vor .2 
esyetisn eter trglox't otiw gotiaed ae 
wiow ottect mh noed ever I .asy | rMOcIIW . FAM 
.ctol o he 
é3a1 tiighert bos wok gnisetxe ent t9bnU ~ 1p 
sever doigisit to gatoitg fatineteTiLs af erent sodas 
cauorwdd estat agsfo mort patnmix aster to ognst BE 


hesuge .<sisi ystbommoo ,esdan ysibomoo evisttieg 


ANGUS, STONEHOUSE & CO. ) x ‘se 
TORONTO, ONTARIO ae Lise cr-ex 10368 
LAG LAL 


charges, competitive rates and special arrangements 
tariffs: do you think this is a proper type of structure 
to move the traffic of Canada expeditiously and to give 
proper reflections to the various requirements of 
traffic? 

MR. WILSON: I maintain that each individual 
rate or set of rates should stand on its own feet, 

Q. Would you include in that statement 
statutory rates on grain? 

MR. WILSON: yes, just the same as we have 
said in our brief about agreed charges from the mari- 
times and competitive rates. 

Q. That every segment --- 

MR. WILSON: May I qualify that statement: 
“unless it is in the national interest, and then it is 
up to the Board or this Commission, 

THE CHAIRMAN: That is always the answer. 

MR, SINCLAIR: QO, Amd: at 20 ie in. che 
national interest to maintain, ack instance, the grain 
rates in western Canada at their existing level, the 
difference between that level and what would enable 
this traffic to take its proper place in the freight raté¢ 
structure, it would be your opinion that this should be 
covered by gcevernment assistance to make up that spread 
between the existing rates and where the level would be 
to place that rate in proper relationship with the 
balance of the freight rate structure? 

MR. WILSON: Yes, in my opinion it should be 


a specific subsidy and given to the particular industrie 
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in need, but should not be covered by freight rates or 
in the freight rate structure, 

Q. When you Say that do you mean the burden 
should not be carried by the balance of the freight rate 
structure -- is that what you have in mind? 

MR, WILSON: Yes. 

Q. I take it -- and if this is wrong, tell- 
me -- you have not studied the question of the adminis-~ 
trative techniques or methods that might be used to 
bring about the payment of the difference between the 
existing rates and the level that would enable this 
traffic to be rated inproper relationship to the balance 
of the freight rate structure? 

MR. WILSON: Which traffic are you referring 
to? 

Q. The grain traffic. 

MR. WILSON: No, I have made no study on grain 
specifically, no. 

Q. Mr. Wilson, in general freight rate cases, 
as a traffic man you would be interested in these in- 
creases being speitea in such a manner, I take it, as 
nearly as can be would spread the increased revenues to 
be derived from the rate increases, as nearly as may be, 
over all segments of the freight rate structure? 

MR. WILSON: yes, I would agree with that in 
principle. It is not always possible. 

Q. Well, that is why I say "as nearly as 
may be", 


MR. WILSON: That is right. 
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Q. There are competitive factors and other 
factors which must be taken into account in the appli- 
cation of increases, and, as a traffic man, you would 
have no objection to that? 

MR. WILSON: No, 

Q. Mr. Wilson, has it been your experience, 
as a traffic man, that if you have problems with the 
movement of your company's traffic, that you have a 
means open to you to discuss these problems with other 
traffic people in the railways and arrive at satis- 
factory arrangements; has that been your experience? 

MR. WILSON: Oh, yes, definitely, yes. 

Q. I note that Mr. Davidson yesterday put 
on the transcript that your traffic in 1958 was $1.2 
million? 

MR. WILSON: That is right. 

Q. And in arranging for the transportation 
of your company's products it is your responsibility 
to move them efficiently and at reasonable costs? 

MR, WILSON: That is right. 

Q. And there have been people who have 
appeared before this Commission who have suggested, Mr. 
Wilson, that there should be various things done with 
the statute that would put into effect formulas of 
different types for dealing with freight rates. As a 
traffic man, and with direct responsibility for moving 
traffic, would you be in favour of that, or would you 
like to see the present system continued where all 


rates must be just and reasonable, and, if you have 
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problems you deal with the railways and, failing that, 
you can take your case to the Board? 

MR, WILSON: Yes, that is true, and our basic 
reasoning is that all rates should stand on their own 
feet unless it is in the national interest to do 
otherwise. Then, it is up to the government or the 
Board, and we have had numerous occasions to negotiate 
with you, We are free to negotiate with trucks and 
with CSL; in fact, I find it very stimulating sometimes 
to go before you people with our problems, and I have 
always found the three forms of transportation very 
cooperative. 

Q. I take it, then, that your answer means 
that you are not in favour of formulas being written 
into the statute, but, rather, you wish to continue 
whereby you can negotiate and deal with the people 
responsible for supplying the service? 

MR, WILSON: Yes, that is true, That is why 
we do not feel that the application of the Maritime 
Freight Rates Act on agreed charges and competitive 
rates is just. 

Q. It is for that reason that you object to 
the application of government policy through freight 
rates, because it can at times, according to you, 
create differences or distortions that you don't think 
should be there? 

MR. WILSON: No, I don't think they should be 
there, inasmuch as those rates from the maritimes that 
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charges and competitive rates, are supposed to be pub- 
lished to meet competition, and I can only assume that 
there must be just and reasonable cause for the railways 
to publish them as such, Therefore, I do not see why 
the taxpayers of Canada -- we, in particular -- should 
be taxed to subsidize a competitor, and, basically, that 
18 wnat It 1s, in my Opinion, 

Qe But if government policy says that there 
should be assistance given to manufacturers in the 
maritimes and this is a national Obligation, and the 
only place they can raise that money is through taxes, 
and they do so, that being determined, you are not 
objecting to that kind of thing? 

MR, WILSON: No, we have never objected to 
the application of the Maritime Freight Rates Act pre- 
viously. It is just recently that these reductions -- 
as a matter of fact, we have no axe to grind with the 
railways under the present rates as set up. 

Q. What you are saying is that you are really 
not objecting to the maritimes having all the benefits 
that they do have of climate and of labour supply and 
of municipal tax structure, and even the assistance 
that they have at the present time, but what you are 
objecting to is their having too much of a good thing? 

MR, WILSON: That is right, and, as Mr. 
Davidson pointed out in his brief... 


MR. SINCLAIR: That is all I have. 
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CROSS-EXAMINATION BY MR. HUME: 
ee UM 


Q. Mr. Davidson, I think I would like to 
direct one question to you, which, perhaps, Mr. Wilson 
can answer. If you turn to page 11, paragraph 26,. 
as I read the brief it seems to me that, sandwiched in 
between the points that you are making there, do I 
correctly interpret what you are Saying is that you 
are not objecting to the Maritime Freight Rates Act but 
you have some criticism of it in that, as Mr. Wilson 
has just said, it applies to competitive rates and 
agreed charges, and, secondly, that it is not extended 
to competitive means of transportation. 

MR. DAVIDSON: Mr. Chairman, we have no 
objection to the Maritime Freight Rates Act - the 
motives of it - or the agreed charges - the agreed 
legislation. We think that these were two beneficient 
genies that were originated by legislation but somehow 
one became impacted on the other and we wound up with a 
two-headed monster. We have no objection to each 
one fulfilling the purpose for which it was originally 
designed, and we have endeavoured to substantiate our 
conclusions by stating that when the Maritime Freight 
Rates Act was passed that really there wasn't any truck 
competiton as we know it today; but things have changed 
and we feel that these two pieces of legislation were 
never intended to be one superimposed upon the other. 

Q. May I interpret your answer to be this, 
that if the assistance is to be given under the Maritime 
Freight Rates Act, it is your company's view that the 


railways should not necessarily be the proper instrument 
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of this assistance, but it should be available to all 
competitive means of transportation. 

MR. DAVIDSON: We have limited ourselves to the 
comment that agreed charges which are brought in by the 
railways to be competitive with trucks should, in all 
fairness, not be supported by maritime freight rate sub- 
Sidy because the competitors whom the railways had in 
mind at the time the agreed charge was brought in are 
unable to collect that subsidy. 

Now, we have not gone any further than that 
in our thinking, as to whether the other means of 
transport are entitled to maritime freight rate subsidy. 
We had just pointed out that it seemed discriminatory 
not only against sugar competitors who are operating 
from central Canada, but also against other carrier 
agencies that the maritime freight rates subsidy should 
only be given to the railways when the railways are using 
agreed charges. 

Q. In paragraph 28, the very last portion 
of the paragraph on page 11 and at the top of page 12, 
your brief points out that this practice, or this 
historical result - you say: 

" ..but it operates against those maritime carriers, 
both trucks and steamship services who do not 
receive a government subvention." 
I take it from that - and perhaps Mr. Wilson would prefer 
to answer this question - that your company's view is 
that if the assistance is to be given - and you don't 
object to the assistance being given - it ought to be 


open to all competitive means of transportation? You 
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are nodding your head. Are you agreeing with that 
statement? 

MR. DAVIDSON: I am nodding to Mr. Wilson. 

MR. WILSON: Well, our thinking on thiis matter 
is that we know that the rates ag published.in the 
tariff, competitive agreed charges, etc. - that there 
is a subsidy on top of those rates which is paid to the 
railways. In other words, trucking or steamship service 
has to meet the rate as published in the tariff and we 
know that the railways collect the difference between 
that and what are the so-called normal rates. 

Q. Then, may I just perhaps, take it one 
step further? Is it my understanding of your position 
that this started off with class or commodity rates 
which receive the benefit of the Maritime Freight Rates 
Act, moving, let us say, into central Canada; that 
the trucking competition set in, which forced the railway 
to put in a competitive rate - they lowered their 
rate to meet the trucking competition = and thén the 
railways received assistance ~- and I don't want to get 
into an argument of who gets it - but the railways get 
the benefit of further assistance on that competitive rat 
which is not available to the trucks? 

MR, WILSON: That is my understanding. 

Q. And in your thinking, as you point out in 
your brief, that is something with which you are not 
wholly in agreement? 

MR. WILSON: Just let me make one thing clear. 
The Maritime Freight Rates Act was established to take 


care of a longer haul on the railway through Canada, and 
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in as much as that is the basic factor of the Maritime 
Freight Rates Act we have no axe to grind in its appli- 
cation on that. We say, then, "Fine; it should apply 
to the railways," but I have made no study of whether 
it should apply to trucks on all rates or not; and, 
therefore, I would advance no opinion in that regard, | 

We are merely stating that competitive rates 
which are published to meet competition should not recei 
the benefit of the Maritime Freight Rates Act because the 
wouldn't be there if there was no other carrier who has 
advanced his rate to carry those goods which the railways 
have had to meet to hold the traffic; and, therefore, 
it is a burden on the Canadian taxpayer to pay that subsi y 
to one particular carrier, It is a benefit to the 
Shipper, we have pointed out, 

Q. At the time it was introduced, there was 
really no truck competition from the maritimes into 
central Ontario? 

MR. WILSON: That is correct. 

Q. And so the Maritime Freight Rates Act then 
operated to reduce the rate to the shipper in the 
maritimes into central Canada? 

MR. WILSON: Yes. 

Q. The trucking competition you mentioned 
has produced the same result - the lower rate from the 
maritimes into central Ontario? 

MR. WILSON: Yes, 

ee! And at the present time the railways can 
have Sire cupekit ive rate by re¢eiving the assistance 


of the agreed charge, but the competitor is forced into 
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a reduction; would you agree with that? 
MR. WILSON: Yes, that is correct. 
MR. HUME: Thank you very much, 


BY COMMISSIONER GOBEIL: 


Q. Mr. Wilson, in cross-examination by 
Mr. Cooper you said that your sales in the maritimes 
were infinitesimal. 

MR. DAVIDSON: Yes. 

Qe By that do you mean one per cent or ten 
per cent? 

MR, DAVIDSON: Well, I think that thie is 4 
question which I can't pursue further. I mean, we 
get into the area of sales information. L thinkpad I 
can say about it is that it is an infinitesimally small 
quantity because of the absorptions that we have in that 

WAreGA. 

We have to pay an extraordinary amount of 
freight. This is one of the instances which I was 
quoting to counsel for the C. P. R. We have to absorb 
this freight down there and we can't pass that on to the 
customer; and we have also higher operating costs in the 
four facets of our operation that we outlinec in our brief 
yesterday. But the proportion of our sales in the 
maritimes is, I repeat, infinitesimally small compared 
to our total sales and as compared to the total consump- 
tion in the maritimes. 

Q. You told us that Atlantic Sugar have 
70 per cent of the sales in central Canada. 


MR. DAVIDSON: That is quoted from their 
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presentation, That is their figure, not ours; but we 
have quoted it; they have made that statement themselves, 

Q. And your biggest market is in Ontario and 
Quebec? 

MR. DAVIDSON: Loss 

Qe You mentioned that, too. How could you 
be the largest sugar firm in Canada if, in your biggest 
market, you only have 30 per cent of the sales? 

MR. DAVIDSON: Well, in Ontario and Quebec - 
in the density markets. 

Q. But you are selling in Ontario and Quebec 
only 30 per cent of the sales? 

MR. DAVIDSON: No. The 70 per cent figure, 
Mr. Gobeil, is 70° per cent of the output by the Saint 
John refinery, which is sold in Ontario and Quebec. 

as On page 8, Mr. Wilson, you refer to the 
fact that Saint John has an all the year round supply. 
Would it have any effect on your organization if Quebec 
was a year-round port? 

MR. DAVIDSON: I can't see that it would have 
any effect unless, of course, there was a sugar refinery 
in Quebec. 

There is a tremendous cost advantage, Mr. Gobeil, 
in having a year-round port... As I stated yesterday, 
this was, according to the submission by the Saint John 
refinery, one of the primary considerations when they 
located there and it results in substantial savings not 
only in that you don't have to construct and maintain 
a large building to keep winter supplies but also that 


you don't have to take a substantial risk in the sugar 
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market in the months when the St. Lawrence navigation is 
frozen. 

So that if any sugar refiner can be located 
on a year-round port, there are great economies to be 
had, and we have endeavoured to outline some of these 
considerations in our appendix D. 

Q. Does Atlantic Sugar have a refinery branch 
in Montreal or somewhere else in the province of Quebec? 

MR. DAVIDSON: No; they have only the one sug 
refinery, but they, of course, have warehouses, as I 
understand it, for refining Sugar at such points as 
Montreal and Toronto. I don't know about Quebec City. 

Q. On page 4 you show a definite and consider 
able advantage to Saint John compared to Montreal and 
Toronto; but there must be some advantage to be in 
Montreal, too, I mean? 

MR. DAVIDSON: There is, looking at the map 
and when you see the density of population you would 
assume that there are logical advantages in being located 
in the heart of the heavy consuming market, but as we 
have endeavoured to show, Mr. Gobeil, the actual cost 
factors are not nearly as advantageous as looking at the 
map would indicate. 

COMMISSIONER GOBEIL: Your figures are so good that 
if I was a commercial agent for the maritimes I think 
I would invite companies to come to the maritimes. 


MR. DAVIDSON: I am not sure I heard all that. 


BY COMMISSIONER MANN: 


Q@. I have a few questions to put to 
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Mr. Davidson and Mr. Wilson. 

My first one goes to Mr. Davidson because a 
deals more with the philosophy of transportation than 
the actual mechanics of it, but if Mr. Wilson feels he 
can answer it I would be delighted to have it done that 
way. 

In paragraph 3 on page 1 there is a quotation 
from a speech recently made by Mr, Crump, the President 
of Canadian Pacific. Now, the pertinence of this quotation 
is that really more mechanism should be allowed to work 
in transportation and that government interference should 


be cut down as much as possible. 
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What I wanted to ask was whether your company 
considers, 4% an ideal state of affairs to have complete 
Poiana Siaced in transportation on the workings of 
the market mechanism? 

MR, DAVIDSON: We think that the answer to 
that is yes, although our experience, particularly mine, 
is very much restricted to the sugar business and I 
find.it.difficult. to enter into a discussion on very 
broad lines with an expert like yourself who knows much 
more about these things than generalities. We are 
specifically looking at this from the standpoint of 
the sugar industry. 

Q.. You have quoted this with approval, other- 
wise you would likely not have quoted it? 

MR, DAVIDSON: The decision of our company 
to make this presentation might be summed up by this 
quotation from Mr. Crump, and here we are with two 
sugar refineries, one in Montreal and one in Toronto, 
which, as I said a few minutes ago to Mr. Gobeil, you 
would assume there were certain gographical advantages 
inlocating there, but because of the government subsidy 
applied on top of the agreed charges this geographical 
advantage which existed at one time has disappeared, an 
we find today that there is no apparent financial 
consideration or advantage in locating a sugar re- 
finery in the heart of the density market. It 
sounds a bit ridiculous, but there it is. 

Q. And this development has come about 


because the government acted; had the mechanism of 
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the market place been allowed to work without govern- 
ment interference this situation would not apply? 

MR, DAVIDSON: I think it has been aggra- 
vated by that, as we point out in one of our paragraphs 
between the time we had decided to build a sugar re- 
finery in Toronto and the time it turned its first 
wheel, we had entered into a whole new era in the mer- 
chandising of refined sugar because substantially re- 
duced railway rates awarded to our competitors under 
the mechanism of agreed charges had come into being 
and the maritime freight rates subsidy had beenin- 
ereased from 20) percent to: 30 perscent. I think you 
will agree that these factors have certainly changed 
our competitive position considerably. 

Q. Twill come back to: that. a Little. later. 
Just to summarize this, and the meaning one can take 
out of the quotation you have given, you feel to 
Canadian Atlantic the same thing as Canadian Pacific 
feeis to Canadian National. Ls. that Lt? 

MR. DAVIDSON: I have no idea how Canadian 
Pacific feels about Canadian National. 

Q. Who do you think the competitor is that 
Mr. Crump refers to? 

MR, DAVIDSON: Oh, I see. We have assumed 
in this quotation in the field of transportation the 
market mechanism hasnot been allowed to work in the 
full measure of its effectiveness and to put transpor- 
tation into orbit from an economic standpoint some 


reliance should be given to market affairs and less to 
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1 

arbitrary decisions of government, Now, we have 
3 assumed, and I think it can be confirmed from the 
4 text from which that was taken, that Mr. Crump was refer- 
5 ring to competition between freight users rather than 
6 between Canadian Pacific and Canadian National, we 
7 had no idea he was talking about the competitive railway. 
P Q. You understand that now, do you not, that 
9 this was a refermce to Canadian National, the competitor 
10 MR. DAVIDSON: Well, we did not realize that, 
ii no. 
12 Qo You do now? 
13 MR. DAVIDSON: Yes, we accept your word, 
14 Q. I just want it clear in the context, 
15 About this location decision of your company, you say 
16 that subsequent to making that decision certain develop- 
7 ments occurred and you mentioned those, the increase in 
18 the rate of subsidy under the Maritime Freight Rates Act 
19 on July ist, 1957, and the transformation of the rate 
20 structure in nes Canada between Atlantic and the 
* agreed charges, Now, supposing you had known this would 
22 happen at the time when your company made its location 
93 decision, would you have decided against building a 
4 refinery in Toronto? 
95 MR. DAVIDSON: That is a very large question 
%6 which I do not think I am competent to answer. When a 
27 company considers a $15 million investment I think it is 
28 fair to assume that no one man makes the decision 
29 because it is a very complicated one, It would seem 


30 the natural place to build a sugar refinery in view of 
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the fact that we had run out of capacity at Montreal to 
take care of our portion of the increasing sugar market 
in Canada which increases in direct proportion to popula- 
tion. It seems a bit ridiculous that we have to con- 
sider building it except in the heart of the heavy 
consuming market. Whether we would have gone ahead 
with it in view of this development which you have 
mentioned now, I don't know, but we find that we are in 
an absurd position right now where we have built a 
sugar refinery in Toronto but that our costs are con- 
siderably higher than they are in the maritimes and 
because of the freight considerations on refined sugar 
which we have mentioned in our brief, the logical ad- 
vantages which one would expect just are not there, 

Q. You could, I suppose, and your company 
probably did, give consideration to your increasing 
your capacity, your incremental capacity in Montreal? 

MR. DAVIDSON: Oh, yes. 

Q. And you decided against that? 

MR, DAVIDSON: It was an impossible situation; 
we just could not. Werdid: not shaveithecareanror 10, 

Q. I see what you mean, Did the St.Lawrenc 
Seaway have any bearing on your location? Let me put 
it this way, if the St. Lawrence Seaway had not become 
a reality would there have been some feeling that 
Toronto would not have been the optimum location? 

MR, DAVIDSON: I think we have refined cane 
sugar in Ontario at one of our beet sugar plants located 


in Wallaceburg many times over the years since it was 
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built fifty-eight years ago, nevertheless the seaway 
was a consideration because you can get larger cargoes 
without transshipping at Montreal, We have brought 
in small ocean vessels all the way up to Wallaceburg 
without transshipping, but, of course, in these days 

of bulk Sa ewine there are certain advantageous con- 
siderations in bringing in larger cargoes, Of course; 
we have no illusions about the seaway as it affects our 
business. We realize that through our shipping rates 
we are going to have to pay for it over the next fifty 
years. 

Q. I would like to congratulate your com- 
pany on its way of handling bulk merchandise, I read 
your submission to the Seaway Tolls Committee and 
also saw some photographs attached to it which show a 
very progressive way of handling it. 

Now, the situation with regard to the seaway 
and sugar refining is something the same in the United 
States and I want to read you a passage from a work by 
Sargent Russell, a professor at the University of 
Massachusetts. The report is entitled, "The 
Potential Effects of the St. Lawrence Seaway and 
Power Project on the New England Economy." This is 
a report for the New England Governors! Committee on 
Transportation, dated April 4, 1956. The quotation I 
want to read you is this: 

"Tt is quite possible that some transfer 

of refining capacity from New England to the 


Great Lakes area might occur since (1) some of 
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the shippers which now deliver sugar to Boston 
could sell into the Great Lakes. (2) The 
Great Lakes area draws on New England for cane 
Sugar supply and (3) the water transport cost 
is likely to be less than the present transport 
costs from New England to the Great Lakes." 

Now, you see there is a parallel over in the 
United States, and being in the Sugar business you are 
probably familiar with what happens across the lake, 
Would it be reasonable to assume that in the next ten 
years there could be a cane sugar refining industry in 
Cleveland? You know the Cleveland interests are 
pushing for that? 

MR. DAVIDSON: No, I did not know. 

Q. My. source again is Sargent Russell who 
Says that the Cleveland interests are optimistic about 
that city's port. They can be expected to try to 
bring considerable pressure to bear for the construc- 
tion of a sugar refinery at that port. 

MR. DAVIDSON: In building a sugar refinery 
you are faced with a tremendous outlay of capital and 
because it is such a large volume low-price commodity, 
sugar refineries are not built very often. I think 
ours in Toronto is the first one that has been built 
for probably close to fifty years on this continent. 
Now when the water considerations are worth while, and 
I do not know what the prospects for additional refinery 
capacity in the United States are because of the seaway, 


but I do know that anybody that commits the capital 
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that is required in building a sugar refinery has got 
to look very carefully at the prospects for selling 
his commodity. We have been interested to read the 
National Harbours Board comments on the operation of 
the first year of the seaway and how it has affected 
the port of Saint John, We note that they are not 
downhearted about the movement of freight because they 
seem to think there is every reason to believe that 
the overall tonnage to the port of Saint John had shown 
a 3 per cent increase last year and will continue at 
about the same level. 

Q. Did ‘you ever seé the recent report of 
the St. Lawrence Seaway Authority? 


MR. DAVIDSON: No, I have not. 


(Page 10394 follows ) 
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Q. Do you know whether the traffic volumes 
have come up to expectations? 

MR. DAVIDSON: The traffic -- 

Q. The traffic volume in the Seaway, has 
it come up to expectations? 

MR. DAVIDSON: I don't know, 

Q. Mr. Davidson, in paragraph 4 of your sub- 
mission, you talk about the beet Sugar operations, and 
you tell us there are two factories. You mention there 
that the operations involved between 5,000 and 6,000 
Sugar beet families. Now, I asked this question in 
Winnipeg oe the beet growers appeared before the 
Commission, and now I would like to ask it of you here. 
Are the beet gravers in receipt of any subsidy from the 
federal government? 

MR. DAVIDSON: Yes, they ares 
“Qe What is the purpose of that? 
sf DAVIDSON: Well, it;@omes under the 
Stabilization Act to stabilize the price that growers 
get for sugar beets. It°is all paid to-the grower, 

Q. SF re that subsidy were not paid, would 
there be any decline in beet production in southwestern 
Ontario? 

MR. DAVIDSON: I would definitely say yes. 

Q. And that would have a detrimental effect 
on the operations of your company? 

MR. DAVIDSON: Since we are in the beet sugar 
busire ss too, I would hope not. 


Q. You mean since you are in the cane sugar 


business? 
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MR. DAVIDSON: I interpreted your question to 
state: Does this Subsidy paid to beet growers create 
any undesirable effect? I thought that was the question. 

Q. No. I am sorry if I didn't make myself 
clear. My question was: If that subsidy is helpful 
to the beet growers and it was not being paid, would 
there be a decline in beet production in southwestern 
Ontario? 

| MR. DAVIDSON: Yes. 

Q. And such a decline would be detrimental 
to your company, would it not? 

MR. DAVIDSON: Lt could be; it could be, if 
it produced or if it evolved into an operation which 
was uneconomically small as compared to our capacity. 


THE CHAIRMAN: I think we will have a break. 


---Recess. 


THE CHAIRMAN : Order, please. 
MR. DAVIDSON: Mr. Chairman, before we start, 
t wonder if I could correct an error in the transcript 
of yesterday, page 10337, line 28. The date 1951 
should be 1931, and the sentence should read: 
"In 1931 in the prairie provinces, but mostly in 
Manitoba, our company sold 50 million pounds of 
sugar annually, but by 1954 this had dwindled to 
10 million pounds annually...." 
I am not sure who made the mistake, but it 
should be 1931, rather than 1951, and I would appreciate 
a correction. 


THE CHAIRMAN: You had the whole market at 
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that time? 

MR. DAVIDSON: No, we didn't have the whole 
market, unfortunately. 

THE CHAIRMAN: But you didn't have the 
Manitoba competition; this is what I mean. 

MR. DAVIDSON: We didn't have the Manitoba 
competition, that is correct. 

THE CHAIRMAN : Mr. Mann? 

COMMISSIONER MANN: Q. Mr. Davidson, I 
Suppose this is still another question for you. 

In paragraph 5 on page 2 of your submission, 
you give a figure of $1,200,000 in 1958 for railway 
freight. Now, since you said "railway freight" and 
Since we learned yesterday, I believe, that, for instance 
out of Wallaceburg and Chatham you had 20 per cent going 
by truck, could you tell us what was your total trans- 
port bill for 1958? 

MR. DAVIDSON: I am sorry, we didn't bring 
that figure because we anticipated just a discussion on 
railway freight. I don't have the figure. 

Q. I wonder, Mr. Davidson, whether we can 
turn to appendix "A" to your submission, when you talk 
about water freight rates for raw sugar. You mention 
in that appendix that the "conference" agreement has come 
to an end mainly at the request of Acadia~-Atlantic and 
that now each refiner can arrange its own charters. 
Could you tell the Commission who transports your raw 
sugar to (a) Montreal, Redpath No. 1, and (b) to Toronto, 


Redpath No. 2? 
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MR. DAVIDSON: Well, there are various 
Shipping lines that are involved, and we don't transport 
our raw sugar by any particular Shipping line. We buy 
under many different arrangements; sometimes our raw 
Sugar purchasing agents may consider making their own 
charters, But I think in most cases the sellers of 
raw sugar charter the vessels and we pay under a ¢.i.f, 
contract. So there is no particular line carry ing our 
sugar. 

Q. Are there any special carriers for the 
transportation of raw sugar? Is there something called 
the sugar line? 

MR. DAVIDSON: Yes, indeed there is. 

Q. Who does that belong to? 

MR. DAVIDSON: It belongs to the Tate and Lyle 
Sugar group. I think Tate and Lyle has an interest in 
the company; Silvertown Shipping I think is the name of 
the ccrporation. They have in recent years designed 
raw sugar ships specially for carrying that cargo which 
the name designates, and these ships have been designed 
not only for their own movements of raw sugar but also 
for other refiners, and these bulk raw sugar carriers 
operate on the same charter basis as any shipping line; 
their services are available. But the only advantage 
is that those ships are specifically designed for the 
carrying of raw sugar. 

Qe These are the ones with the stainless 
steel holds, are they not? They have special holds 
for raw sugar. 


MR. DAVIDSON: Oh, yes. 
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Q. In appendix "A" still, Mr. Davidson, the 

paragraph numbered 6, you give a figure for the immediate 
future with regard to the premium you are paying over 

Saint John for the water carriage of raw sugar to 

Toronto. Now, could you give the Commission a figure 

for the past year's operations? This is a forecast, 

and I wondered whether you had the actual figure based 

on your last year's figures. 

MR. DAVIDSON: I am sorry, I can't give an 
average figure... -I would be glad to discuss it with 
the Commissioner privately. 

. Q. I won't press the point if it is an internall 
company matter. 

MR. DAVIDSON: It is a bit embarrassing. 

Q. In paragraph 9 of your submission, I 
noted this question. I wonder what percentage of your 
annual output of Redpath No. 1 could be marketed in the 
maritime provinces if there was no refinery in Saint 
John? That is percentagewise, Mr. Davidson. You know 
your capacity and you know how much Acadia-Atlantic 
sells in the maritimes, you know how much you sell. 

I wanted to know how much of your capacity of Redpath 
No. 1 could be sold to the maritime provinces. 

MR. DAVIDSON: Would you give me & moment to 
do some figuring? 

Q. Certainly. 

MR. DAVIDSON: , Assuming we had all of the 
maritime market, I would assume it would be roughly 
20 per cent. 

Q. Twenty per cent of capacity. You 
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think that a refinery working at that volume would be 
an economic operation? . 

MR. DAVIDSON: On just the 20 per cent? 

Q. Yes? 

MR. DAVIDSON: No, definitely not. 

Q. You would require a larger market than the 
Montreal market to have an economic scale. 

MR. DAVIDSON: Yes, certainly, and we have 
taken that into consideration in our brief, and we say 
it is not only necessary but they have got a pretty 
good chance of keeping or even expanding the 70 per 
cent of output in central Canada which they presently 
enjoy. 

Q. What are the chief consumption points? 
Would Toronto be the most important consumption point in 
Ontario, in terms of volume? 

MR. DAVIDSON: I think, Mr. Commissioner, 
you have to include an area there because there are a 
Lot of food locations there, and I think you have to 
treat the whole - the so-called horse shoe, from Oshawa, 
Toronto, Hamilton down to Niagara Falls is certainly 
the most important area for our output. 

Q. Has there been a thickening of that horse 
shoe, say, between Oshawa and the Niagara belt? 

Is Windsor of lesser importance, for instance, than 
Toronto? 

MR. DAVIDSON: Oh, certainly. With the 

population demand alone, Windsor must of necessity be 


of lesser importance. 


Q@. I think I have a question of Mr. Wilson. 
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I would like to turn to appendices "E" and "F". Looking 
at the rates to Windsor, Mr. Wilson, in 1948 the carload 
minimum weight was 40,000 pounds from Montreal to Windsor 
in 1960 it is 30,000 pounds, 

MR. WILSON: I beg your pardon? 

Q. This is appendix "F", rates from Montreal 
to Windsor. 

MR. WILSON: ves, today it is 305000 pounds. 
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Q. The comparison there is between a 40,000 
pound minimum in 1948 and a 30,000 pound minimum in 
1960: Do you see it there on appendix "F"9? 

MR. WILSON: Yes. 

Q. Turriing down below that, in 1948 the Montrbal 
refiners had minimum weights of 60,000 and 50,000 avail- 
able to them. Today they have 30,000 pounds, and the 
piggyback rate which also carries a low minimum, Z 
wonder why -~ perhaps we should turn over to appendix 
"E" first, before I ask you: In all of the cases in 
appendix "E" the minimum weights have increased and 
brought about lower rates. Why was there no pressure 
for an increase in the minimum weight, say, in appendix 
"F" from Montreal to Windsor and from Montreal to London 
-- Quebes has remained the same, I believe -- but let us 
take Windsor and London: Why was there no pressure for 
an increase in the minimum weight? 

MR. WILSON: I am glad the Commissioner brough 
up that particular question. if we were able to find 
another Warehouse in London we would be glad to see the 
minimum weights increased. The minimum weights in this 
particular area are tied in, possibly, with our warehouse 
-- in London and Windsor, It is awfully hard in London 
to get warehouse space, and I think that is basically the 
answer to that. We have a 60,000 pound rate out of 
Toronto on sugar into London, which is practically an 
impossibility to use for that reason. We find it 
awfully hard -- in fact, we have to leave it somet ime s 


in the car. 


Q. Does Acadia-Atlantic have a warehouse in 


London? 
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oe MR. WILSON: Yes, they do, 


Q. Before No. 2 came into operation did you 


make any water shipments to Windsor? — 


MR. WILSON: Oh yes, and we still do. 

Q. Have you got the rates for that? 

MR. WILSON: They are basically the same 
as the rail rates. There is the water differential 
there, but there is also cartage involved. 

Q. Is the cartage not absorbed by Kingsway 
Transport when you ship C.S.L.? 


MR. WILSON: No, we have to deliver from thei 
warehouse, and we pay the cartage, and we also have 
storage and handling, but that is beside the point. 

Q. In appendix "F", where you do have an 
increase in the minimum weights, St. Lawrence's rates 
under agreed charge Ne. 606 have decreased quite conside 
ably? 

MR. WILSON: That is quite correct. 

Qe So, an inference could perhaps be drawn 
that where a shipper was willing to increase the carload 
minimum weight to quite some extent, he could expect 


a benefit from a rate reduction. Would that be the 


oe] 


usual inference in traffic 
MR. WILSON: The usual one, but not particularl 
so in our case. We have used Canada Steamship Lines 


co 


er a number of years in Toronto, and, of 


necessity, 
we still must because they warehouse sugar for us in 
Toronto and it is adjacent to our refinery, and therefore 
they did not see fit to join the agreed charges, and 


therefore we, of necessity, could not. 
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2 Q. You are familiar with the principle of 
3 incentive rates? 
4 MR. WILSON: That is right. 
5 Q. And you know that for a higher minimum 
Weight you can expect a lower rate? 
MR. WILSON: Oh yes, definitely, sure, 


Q. Im paragraph 13 you talk about the 


3 


maritime traffic and traffic moving under competitive 
rates and agreed charges and non-competitive commodity 
10 rates and class rates. it is not your understanding, 
i1 I think, that just because a rate is competitive it 
will never be increased when the Board authorizes a 
horizontal percentage increase? 
MR. WILSON: Oh, definitely not, The railwa 
will try and increase them as, in fact, they have increa 


our competitive rates. 


16 Q. So, the effect of any flat percentage 
17 inerease is not confined to non-competitive rates, but, 


ndeed, applied also to competitive commodity rates and 


—s 

co 
fe 
(@) 


19 agreed charges that have escalators? 

MR, WILSON: With escalator clauses -- I am 
glad you make that point, because Atlantic's agreed 
charges do not have an escalator ciause. 

Qo T have a note here somewhere -- agreed 


charge 417, agreed charge 451, agreed charge 460, 


: 5 : aan CL rien it 
24 agreed charge 545, and agreed charge 047; are all 
25 agreed charges that are familiar to you? 


MR ° WI LSON 3 They s o) und i ami. Te: re ie ° 


| Qe Do they not have any escalator clause? 
27 
MR. WILSON: There is only one agreed charge 
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with an escalator clause. 

Qe Having no escalator clause is usual to 
the sugar business, then, is it? 

MR. WILSON: it seems that way, but I would 
say that if the railways needed an increase in those 
rates, and they increased our competitors! rates in 
the same proportion, we would have no objection to 
increasing ours if it was proved to be of necessity. 

Qe What is important, I suppose, to all the 
sugar refiners, is that a certain balance be kept in the 
industry? 

MR. WILSON: That is right; that is correct. 
That is why we say this increase of the subsidy to 
100 per cent would be detrimental to our company as well 
as St. Lawrence. 

Q. On page 6, Mr. Wilson, looking at that 
rate from Montreal to London, for instance, you show a 
58 cent raise, and then you have a footnote under the 
Saint John location where you say that the free delivery 
is worth the equivalent of 15 cents. You have a piggy- 
back rate, I suppose, from Montreal to London, have you, 
of 55 cents including pickup and delivery? 

MR, WILSON: I am glad you brought that point 
UD. Yes, that rate was not put or asked for or needed 
by our company and, in fact, we have never used it. 

Q. But you can get it if you wanted it 
MR. WLLSON:s Well, I would not say that. 
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Q. Why? 


MR. WILSON: None available. So, that rate, 
as far as I.am concerned, is a paper rate. 

Qo If the trailer supply inereased, of course 
the comparison would be a little different? 

MR. WILSON: It could be. 

Qe How many times did you try? 

MR. WILSON s Just once, Our competitor, 
possibly, has a big customer there, and they tell us that 
the service is not -- they would rather piggyback it 
to Toronto and truck it from Toronto, as far as service 
is concerned. 

Q. In appendices "E" and "F" generally, 
and also in those rates that you gave on pages 6 and 7, 
these comparisons must be of Saint John and the Ontario 
markets? 

MR. WILSON: And Quebec -= the major points 


in regard to sales. 


Qo Abstracting the city of Quebec and turning 
to Ontario, since the construction of Redpath No. 2 you 
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do not ship from Redpatt 

MR. WILSON: Oh, definitely, yes, because we 
have not had a full year's operations with our Toron 
refinery. We don’t make all the products there, and 
therefore we can't very well make the comparisons of 
something that has not existed for a year. 

Qe When your operation in Toronto is complete 
when you are really working, then you can make a comparis 
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MR. WILSON: Well, I would think so, but there 
again it is up to management what is produced there. 
I can make a comparison as far as transportation is 
concerned, definitely, on the products that are produced 
there. 

Q. You can do that now to some extent. 
You gave us some rates yesterday, and I noted them down: 
To Wallaceburg, which has the same rate ag Windsor, for 
@ 100,000 pound car you pay 16 cents. 

MR. WILSON: What was that again? 

Qe To Wallaceburg from Toronto, on a 100,000 
pound car, you gave us a figure of 16 cents? 

MR. WILSON: I said from Wallaceburg to 
Toronto. 

Q. Oh, I have it from Toronto to Hamilton. 

MR. WILSON: And from Chatham. These are 
from Chatham and Wallaceburg to Toronto and Hamilton, 
and if the transcript is wrong I would like to correct 
that. 

G3 Well, the transcript may be correct; I 
haven't checked it against the transcript. 


MR. WILSON: Well, those are quite correct. 


Ha 


E 


Those are the rates from Chatham and Wallaceburg to 
Toronto and Hamilton. 

Q. Have you made any shipments at all from 
Teronto by rail to London? 

MR. WILSON: Yes. 

Q. Under what rate? 

MR. WILSON: Twenty and 22 cents. 


Q. That would be to London? 
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MR. WILSON: Yes. 
Q. And to Hamilton? 
« WILSON: From Toronto? 


Yes. 


MR 
Q. 
MR. WILSON: I think we hav had one car. 
Q. You truck from Hamilton to Toronto? 

MR. WILSON: Yes. 

Q. At what rate? 

MR. WILSON: ‘Twelve, 13 and 14 cents. 

Q. So when you restate this comparison you 
have, and you put Toronto into that comparison with 
Saint John, the situation isprobably a little different, 
armtG: 1b? 

MR. WILSON: Possibly, but one must consider 


our added costs there. 


Q Oh, yes. 

MR. WILSON: There again, in making a comparisdn 
I would have to take costs such as management has given 
us here and make a comparison. 

Q. Iwas interested in paragraph 17; this seems 
to be a reshipment operation. When you ship from Montreal, 
from Redpath No. 1 to these smaller Ontario points that 
are mentioned in this paragraph, do you ever do any re- 
shipping on the same basis out of the warehouse in 
Toronto, say? 

MR. WILSON: Yes, as do our competitors. 

Q. This was a common experience, was it? 

MR. WILSON: This has just come -- as a 
matter of fact, our competitors from Saint John filed a 


rate proposal with the Canadian Transport Tariff Bureau 
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in Toronto, which can be produced if this Commission 
requests it, which proposed truck rates from Toronto to 
practically all Ontario points, even as far east as 
Ottawa. 

Q. Is part of the reason for this operation 
that you can bring in, Say, a 100,000 pound car to your 
warehouse in Toronto, break the load there, and ship.to 
@ small place like Bradford by truck, and only ship 
10,000 -- they could not take 100,000, and you must of 
necessity break up? 

MR. WILSON: Yes, most of our wholesalers want 
30,000 or 40,000 pounds, and there are a lot of whole- 
Salers today that are not on rail Sidings, even in the 
city of Toronto. 

Q. So that, quite independent of the rates, 
the commercial requirements require the procedure that 
. you set out in paragraph 17? 

MB. WILSON: Yes, and all refiners are in the 
same category there. Even with a refinery in Toronto, 
we have three outside warehouses, and our competitor 
from Saint John has a new warehouse there, and our com- 
petitor from Montreal has a warehouse there too. So 
I would assume that all costs are equal in warehousing 
and distribution in those points. 

Q. This is common practice in the industry? 


MR. WILSON: Les. 


to 


Q@. In paragraph 18 you give some rates 
Newfoundland. The agreed charge you have to Newfoundland 
and I understand Acadia-Atlantic has one too -- these 


things seem to come in pairs? 
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MR. WILSON: That is right. 


Q. The agreed charge you have -- is it 100 per 
cent? 

MR. WILSON: Ninety-five. 

Q. And so is Atlantic's, of course? 

MR. WILSON: I would assume; I would have to 
check it to be sure, I assume it is basically the same, 
yes. 


Q. The way I look at it, this is a twinning 
operation all the way through? 

MR. WILSON: Basically. 

Q. Before that agreed charge was in Grlecc, 
did you have any quantity rates to St. John's and 
Cornerbrook by Clark Steamships? 

MR. WILSON: wees 

Q. And you shipped that way? 

MR. WILSON: Yes. 

Q. At that time was your rate out of Montreal 


lower than the rate out of ot, Jgonn's? 


MR. WILSON: No, not to my knowledge, no. 
I believe theirs was a little less than ours. rake 
recall correctly -- I can make a note a nd supply it to 


the Commission, but I think you will find it is basically 
a nickel difference. 

Q. You were still within the ball park from 
Montreal to St. John's by water, were you? 

MR. WILSON: Yes, that is right, but, let us 
be frank, the rails offered us, not lower rates-- they are 
basically the same as the water rates, except we have a 


year-round operation here, whereas with Quebec we didn't. 
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Q. I have a question to Mr. Davidson. Are 
there any large industrial users of Sugar in Newfoundland 

MR. DAVIDSON: This is an area of Canada I 
know less about. There certainly are industrial users 
that I know of: There is some candy manufacturing; 
there is some bottling; and I assume there are bakers, 
and I think Newfoundland has its share of the industries 
that have developed across Canada -- I mean food industri s 
~~ sugar consuming industries -- which, of course, to us, 
is the only kind of. industry there is. 

Q. In paragraph 23, Mr. Wilson, you refer 
to the increase in the Maritime Freight Rates Act sub- 
vention on outbound traffic from 20 to 30 per cent: Do 
you think that was unwarranted? 

MR. WILSON: Would you please say that again? 

Q. This increase in 1957 was unwarranted? 

MR. WILSON: As far as agreed charges are 
concerned, certainly, because the rates are published 
to meet competition, and I am of the firm opinion that is 
a misuse of taxpayers' money. 

Qe It is not only agreed charge; it is 
competitive rates? 

MR. WILSON: Competitive rates, definitely. 
I feel very strongly about that, because I don't think 
one form of transportation should be discriminated against. 
I think each one should stand on its own feet. 

Q. With regard to this question as to whether 
or not the Maritime Freight Rates Act subvention should 
be paid on competitive rates and agreed charges, have 


you ever familiarized yourself with a judgment of the 
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Supreme Court of Canada in 1933, I believe; the citation 
for that is 41 C.R.C. 56 Maritime Freight Rates Act, 
Interpretation; do you know anything about that judgment? 

MR. WILSON: Yes, but that is 1941, Mr. Mann. 

Q. 193 5% | 

MR. WILSON: Oh 1933 -- pardon me, yes. We 
are dealing with 1960 now, and the competitive aspects 
of transportation. 

Q. What I was going to ask you is that under 
the law as it stands now, I Suppose, and as it has been 
interpreted by the Supreme Court of Canada, the railways 
had no choice but to make the Subsidy applicable to the 
agreed charges and competitive rates? 

MR. WILSON: That is correct, but we are 


saying that should be amended. 


(Page 10420 follows) 
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Q. yes, I understand that, So you see, 
when you talk in paragraph 30 about competitive rates 
“would stand on their own feet as was originally 
intended", that is not really on all-fours with the 
maritime freight rates? 

MR. WILSON: Yes, competitive rates would 
stand on their own feet as originally intended 

Q. Originally intended where? 

MR, WILSON: In agreed charge legislation. 

Q. Not under the Maritime Freight Rates Act? 

MR. WILSON: No. 

Q. So that "originally intended" does not 
refer to the Duncan Commission? 

MR. WILSON: No, 

Q. Can we turn to Appendis "HH", Mr. Wilson? 
You have a comparison there of rates from Montreal and 
Saint John to points in select territory. When I 
looked at this Appendix I noticed that while the heading 
is "To points in select territory", there are no rates 
shown to Nova Scotia and no rates shown to Prince 
Edward Island -- the Newfoundland situation was covered 
separately, and I therefore.do not refer to that. 

MR. WILSON: That is quite correct. 

Q. Well, now, may I ask you a question about 
this: do you reship sugar over Saint John into Nova 
Scotia and Prince Edward Island? 

MR, WILSON: yes, but I would refer a moment 
to the Maritime Freight Rates Act which says to a perso 


and/or industry. 
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Q. You are away ahead of me; I was just 
going to ask you what the rates were, 

MR, WILSON: You asked us if we reshipped 
and I want to tell you why we reship. We have agents 
in Halifax and in Saint John who are maritimers and it 
says “people” in the Act, therefore they are entitled 
to it, they can ship from Saint John and Halifax, 
wherever they like in the maritimes under the Act and 
get the benefit of it. 

Q. Mr. Wilson, this is certainly not a 
question I was going to take issue with at all. This 
matter is now before the Board and I think we had 
better let the Board decide it. 

MR. WILSON: I quite agree with you. 

Q. What I wanted to find out is what your 
rate is to Halifax through Montreal? 

MR. WILSON: The 30-cent rate to Saint John 
plus the rate beyond. 

Q. In paragraph 29 when you talk about an 
aggregate maximum amount that could be made available 
is what you have in mind something like the bridge 
subsidy, say X million dollars be stipulated per year? 

MR, WILSON: Yes, possibly the same amount 
of subsidy as paid in 1958 or 1959. 

Q. And that to be set forever, of course? 

MR. WILSON: Yes, or at the discretion of 
the government. That is something the government would 


have to set. 


Q. I have one more question, Mr. Wilson, 
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Before you had a refinery in Toronto did you have to have 
a bulk storage warehouse for refined Sugar in Toronto? 
MR. WILSON: No, we had no bulk sugar ware- 
house in Toronto. 
MR. MANN: Thank you very much, 


THE CHAIRMAN: Mr. Platt? 


BY COMMISSIONER PLATT: 

Q. Just so I will understand the industry a 
little bit better, what is the situation in regard to 
refined sugar coming into Canada? 

MR. DAVIDSON: Well, we have earned our lumps 
of refined sugar coming into Canada at times -- rather an 
unfortunate use of metaphor -- but we have refined 
foreign sugar that has come in from such countries as 
Cuba and Mexico; is that what you are talking about, or 
the raw product? 

Q. No, the refined product. 

MR. DAVIDSON: At the present time so far as 
I know and hope, right at this moment there is not any 
foreign refined sugar. Of course, this is always subject 
to change without notice. 

Q. Do you have any protection against this? 

MR. DAVIDSON: We have a very modest protection 
which is thirty years old and which is in our view quite 
inadequte,. 

Q. What is it? 

MR. DAVIDSON: The protection of refined sugar; 
well, the effective protection for cane refined is about 


half a cent a pound, 
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| 

Q. Just one other question on this bulk raw 
coming into the country; did I understand you to say 
that this requires special ships or does it not? 

MR, DAVIDSON: No, sir, it does not, There 
are some special ships that have been designed but we 
started shipping raw Sugar in bulk form many years ago 
and I think we proved pretty conclusively that with 
some difficulty and headaches you can unload raw sugar 
from just about any kind of ship. 

Q. Has it been your experience in the last 
few years that rates on this vary greatly from time to 
time? 

MR. DAVIDSON: On raw sugar movements, yes, 
indeed, I think with the little I know about transpor- 
tation that the shipping business is just about as hair- 
raising as the railway business. 

MR, PLATT: Thank you very much, 

THE CHAIRMAN: Mr. Hill, you wanted to say 
something? 

MR, HARRY HILL (President, Acadia-Atlantic 
Sugar Refineries Limited): Mr, Chairman, I thank you 
for this opportunity. I am president of the Acadia- 
Atlantic Sugar Company and I very much enjoyed the 
Opportunity of presenting our company's brief to this 
Commission in Fredericton last November, We appreciated 
that gracious hearing and the expression of interest in 
our presentation by you and by your fellow Commissioners. 

You may recall that during our hearing you 


stated that the Commission would reserve the right to call 
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on us for further suggestions from time to time and you 
asked if I would be agreeable to giving you any further 
help that I could, I assured you then, and I repeat 
now, that we are anxious to assist you in your important 
deliberations in every way that we can, We pointed 
out in Fredericton that we felt we were helping our- 
selves and all maritime industries by helping you to 
clearly understand all the facets of the transportation 
problems besetting us, Our brief had been carefully 
prepared on the basis of honest fact and was presented 
to you as a responsible and serious example of the 
critical transportation and competition problems facing 
maritime shippers present and potential. 

You will recall that we stated that our firm 
was the largest rail shipper of maritime products and 
our total rail shipments of refined sugar we explained 
exceeded those of all other Canadian sugar refineries 
combined, 

It was only late Monday afternoon that we 
learned that a brief was to be submitted here yesterday 
that takes the form of a challenge and a contest of the 
substance of our November brief. When we received 
this information I came immediately to Ottawa and 
borrowed a copy of the Canadian and Dominion Sugar 
Company brief. I had only the opportunity of scanning 
this briefly before the hearings commenced yesterday. 
It was not until yesterday afternoon that I received a 
eopy; of» the, brief,, Our company takes a very grave 


view of the inferences implied and the obvious errors 
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in statements contained in this presentation presented, 
as it has been, by the public relations officer of our 
foreign control competitor, We sincerely feel that it 
is in the interest of this Commission and its pursuit of 
fact, and in the interests of our firm and the maritimes 
generally, that we be given a reasonable opportunity to 
study this presentation and Subsequently to have the 
Opportunity of cross-examination, We are in the 
immediate position of a problem, the vice-president of 
our company who has been vice-president for many years, 
acts as general counsel for the firm, and yesterday and 
continuing today he has been tied up in court in 
Toronto, and has been unable to be here, You wid) 
understand because of this we have not had the oppor- 
tunity of proper presentation for cross-examination, 

We, therefore, ask for your understanding and 
your assistance by arranging for these witnesses to 
reappear before you at a convenient time so that we 
may be permitted a fair cross-examination and we would 
ask also that we be given the opportunity of filing an 
answering brief. 

THE CHAIRMAN : Referring to what you have 
sald, Mr. Hill, it is quite true that you had no know- 
ledge of the brief that has been filed here today but 
it is equally true they had no knowledge of the brief 
being filed by you in Fredericton, So when you ask 
for the right to cross-examine, they would have the 
right to cross-examine you as well. 


Now, so far as we are concerned, we have not 
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the time to engage in a real hassle over the sugar 
business and its rights and wrongs but we are most 
interested in the welfare of the country and the mari- 
times particularly since your brief was presented in 
Sonnee rion with the maritimes. What we have suggested 
is that you have full opportunity to answer this brief 
and that you file with us any memorandum you wish 
indicating, as you say, the wrong inferences that are 
implied and the errors in the brief, A copy of 

that memorandum could be sent to the other side and 
then later if we wish to call either or both of you 
back we will do so. 

MR. HILL: Thateis,.very generous of you 
but on the other hand may I point out that throughout 
our country this morning there has been carried in the 
press the results of the commercial propaganda sounding 
off for which this Commission was used yesterday. I 
feel the honest facts are very important to your 
Commission in your deliberations. I think a grave, 
serious harm will be done to our firm unless we have 
the opportunity of publicly bringing out, through 
cross-examination, actual facts, 

THE CHAIRMAN: Well, we have no respon- 
sibility for the press at all, but I am sure the press 
here will be glad to indicate in any report of today's 
hearings that you appeared here and have challenged the 
statements as made by the C&D yesterday. 

Mi HiLL: Thank you, sir. When we presente 


our brief in Fredericton we presented it as an example 
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of the transportation problems of the maritime provinces; 
it was meant only as that, and we did not intend that 
this would become a continuing battleground in front of 
you, 

THE CHAIRMAN: I remember very well your 
presentation, Mr, Hill, and I remember how others who 
presented briefs after you got on your bandwagon, 

MR, HILL: I hope more will. 

THE CHAIRMAN: Well, then, can we expect a 
memorandum from you within the next two weeks, Mr.Hill? 

MR. HILL: Les, Sirs 

THE CHAIRMAN: And send a copy to Mr .Davidson, 

MR, HILL: Yes, sir. 

THE CHAIRMAN: Thank you, Mr. Davidson and 
Mr. Wilson, 

MR. DAVIDSON: Thank you very much, We 
appreciate this opportunity of appearing before the 
Commission and we would like to thank all here for the 
contributions they have made to this discussion. 

THE CHAIRMAN: It may be that later we will 
call on you again after we have perused the record, 

We have a great deal of work to do but we want to 
give consideration to everything that comes before us. 
Thank you very much, 

There is nothing this afternoon by way of 

evidence, so we will adjourn until tomorrow morning at 


ten o'clock. 


---Adjournment, 
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